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UK says chief of 
Matrix Churchill 
spied on Saddam 

A top British government official admitted that 
the managing director of UK machine tools exporter 
Matrix Churchill worked for MI6, the intelligence 
service, to gather information on Iraq's nuclear 
programme. Export of equipment by the company 
to one of Iraq's main defence procurement agencies 
was allowed to continue a year before Saddam 
Hussein's Invasion of Kuwait to preserve the 
intelligence link. Page 12 

Hang Seng falls: Hong Kong’s financial 
community reacted nervously to the war of words 
between Governor Chris Patten and China’s rulers 
over the colony's political development The stock 
exchange's Hang Seng Index (dosed 200.07 points, 
or 3.19 per cent down at 6,062.47. Page S 

Landsbergis loses to former communists 

Lith uanian nationalist 
leader Vytautas Lands- 
bergis (left) suffered 
a serious electoral 
defeat in Sunday’s 
general election. Unoffi- 
cial results show big 
gains for former commu- 
nists who have politi- 
cally exploited the 
Baltic republic’s severe 
economic difficulties. 
Pages 

Israel strikes backs Israeli guns and aircraft 
pounded Lebanon in retaliation for a Moslem 
fundamentalist ambush an S unday that, kfliwi 
five soldiers. Page 8 

Drop In value of UK exports: Seven out 
of the top 10 British exporters saw a fall in the 
overall value of their exports between 1990 and 
1991, the FTs latest survey of top exporters shows. 
Page 4 

Yeftsfai rules out change: Russian president 
Boris Yeltsin, under pressure from conservatives, 
ruled out changes to the government’s radical 
economic reform programme, but said some minis- 
ters could be removed. ’ 

Germans unhappy: Thirty-five per cent of 
Germans surveyed in the west and 52 per cent 
in the formerly Communist east are dissatisfied 
with their political system, a survey by the Mann- 
heim opinion research institute shows. In terms 
of trust, the federal government lags behind trade 
unions and the news media. 

- Aid for Kurds Overseas development minister 
Baroness Chalber announced the provision of 
a further £2.6m ($4J2m) for the Kurds of northern 
Iraq, bringing the UK’s humanitarian aid for 
Iraqi civilians since 1991 to more than £55 m. 

Mining pro ff t a downs Gencor, Sooth Africa’s 
second-largest mining house, announced a 10 
per cent fall in attributable profits to R1.28bn 
($433m) for the year to the end of August, reflecting 
the weak state of international commodity markets. 
Page 27 

IOSCO hits problem: Attempts to reach 
agreement on common capital requirements for 
securities firms and banks hit an obstacle at the 
International Organisation of Securities Commis- 
sions annual meeting in London, when US secure 
ties regulators held out for tougher standards. 

Page 28 

Germany warns Slovakia: Germany backed 
Hungary's efforts to stop Slovakia from damming 
and diverting the river Danube to feed the contro- 
versial Gabrikovo hydroelectric barrage by warning 
of the economic price of “rash decisions”. 

Page S 

Campbell Soup under pressure: Australian 
biscuit-maker Araotts posted first-quarter profits 
up 33.9 per cent to A517.53m (US$lZ59m), putting 
more pressure on US food company Campbell 
Soup to increase its A$&80-a-share hostile takeover 
bid. Page 26 

Compensation for bust Investors: Ihvesco 
MIM’s agreement to pay £9-5m ($15 -5m) compensa- 
tion to investors in Drayton Consolidated Trust, 
whose value has plummeted in recent years, marks 
the first time a fond manager has compensated 
shareholders of an investment trust under its 
control. Page 30; Lex, Page 22 

Sellafield cancer claim: British Nuclear 
Fuels was accused in London’s High Court of 
causing or contributing to cancer that killed two 
children whose fathers had worked at the Sellafield 
reprocessing plant in northern England. The 
test case, on which up to 40 other chums depend, 
is expected to last between six months and a 
year. 
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Chancellor seeks urgent ‘solidarity pact’ between unions and employers 


Kohl warns 
on taxes as 
unification 
costs soar 


By Quentin Peel In DOsseldorf 

CHANCELLOR Helmut Kohl 
yesterday spelt out for the first 
time the dramatic increase in the 
costs of German unification, and 
threatened early tax rises if gov- 
ernment. opposition, employers 
and trade unions cannot agree 
rapidly on a "solidarity pact" to 
help finance them. 

Opening the annual congress of 
his Christian Democratic Union 
in Dusseldorf. he confirmed that 
new government revenues will 
have to be found from 1995 
onwards to finance debt servicing 
costs of at least DM40bn ($26bn) a 
year on accumulated east Ger- 
man debts of DM400bn. 

Even more urgently, the cost of 
a radical reform of the German 
railway system, including the 
integration of services between 
the two halves of the country, 
cannot be financed from existing 
resources, he added. 

That is likely to mean some 
form of tax increase, probably a 
petrol tax rise, in the course of 


1993, according to senior officials. 

It all added up, the grim-faced 
chancellor told his party faithf ul, 
to "the hour of truth" for a 
united Germany. The country 
could manage only if every sector 
of society took part 

Mr Kohl also warned that a 
slowdown in the economy next 
year will reduce tax revenues by 
DMlObn, without allowing for 
any increase in spending in the 
east. The Economics Ministry is 
forecasting growth in western 
Germany of only 1.0 to 1* per 
cent next year, against previous 
forecasts of 2* per cent 

However, advance indications 
were that the country's five main 
economic institutes, in their 
annual report to be released 
today, were projecting even 
slower west German growth next 
year, at only 0* per cent One of 
the five, the Ifo institute In 
Munich, also produced separate 
figures yesterday showing a 
sharp fall in industrial confi- 
dence. 

Mr Kohl said the central gov- 



Making his point: Chancellor Helmut Kohl tells the annual congress of his Christian Democratic Union in 
Dflsseldorf that united Germany faces the hour of troth’ because of the very high cost of unification 


eminent and the 16 federal states 
also have to agree urgently on a 
new formula for sharing the bur- 
den of an extra DM50bn to 
DM60bn in spending in the east 
of the country, to come into 
effect by 1995. 

Stopping short of talking 
openly of tax Increases, he said 
that "improvements in revenues 
are urgently necessary to cope 
with the financial inheri tance " of 
the former East Germany. In 1995 
the government must take over a 
debt of at least DM400bn, he said: 
DM250bn from the Treuhand pri- 


vatisation agency, and. a further 
DMLSObu in aeMiniufatal debts of 
the Communist regime, with a 
debt servicing cost of around 
DM40bn a year. 

He made It clear that the 
increased state revenue in 1995 
should be directly linked to servi- 
cing those debts, but did not sug- 
gest how the money should be 
raised. 

Mr Kohl's decision to back an 
Inevitable tax increase in 1995, 
even if directly linked to the bur- 
den of East German debt, has run 
Into hefty criticism. 


Mr Theo Waigel, finance minis- 
ter and leader of the Bavaria- 
based Christian Social Union 
(CSU), the coalition partner in 
the German government, is furi- 
ous that it will mean the inrnradl- 
ate pressure for drastic budget 
savings - by the federal states 
as well as central government - 
will be relieved. 

Mr Waigel is due to appear at 
the congress tomorrow amid 


Continued on Page 22 
Economic data. Page 2 
SPD on asylum policy, Page 2 


Gap narrows in EC-US trade dispute 


By David Gardner In 
Luxembourg and Nancy Dunne 
In Washington 

THE CHANCES of the European 
Community and the US resolving 
their bitter food exports disputes 
- the key to a deal on the Uru- 
guay Round of world trade 
reforms - appeared to improve 
last night as the two sides nar- 
rowed their differences. 

Senior EC officials feared that 
the US was about to press the 
button on its programme of puni- 
tive tariffs on Slbn (£625m) of EC 
food exports, held in abeyance 
during last-ditch efforts to settle 
the row over the Community’s 


subsidised oilseeds regime. 

The belief in Luxembourg was 
that Mr James Baker, the former 
US secretary of state now run- 
ning President George Bush’s re- 
election campaign, had taken a 
more central role over co- 
ordination of the US side of the 
tangled negotiations. However, as 
Mr Bush’s chief of staff, Mr 
Baker is charged with co-ordinat- 
ing all aspects of administration 
policy. 

It is understood the US may 
target France in a reduced pack- 
age of sanctions, imposing tariffs 
on $300m worth of French prod- 
ucts. The US “hit list” originally 
had J2bn of products on it and 


the Administration indicated it 
would cut this to Slbn. By target- 
ing a s till smaller amount, the US 
hopes to prevent a wider trade 
war. It is also likely to wait at 
least 30 days before imposing any 
sanctions. 

There were still hopes yester- 
day that Mr Ray MacSharry, EC 
agriculture commissioner, would 
meet Mr Ed Madigan, US agricul- 
ture secretary, in New York 
tomorrow, to set both sides’ polit- 
ical seal on progress in talks on 
Sunday and yesterday. Mr Mac- 
Sharry, just before briefing EC 
agriculture ministers on the talks 
in Luxembourg yesterday, said 
the New York meeting was “still 


up in the air”. A senior Commis- 
sion official said, however, that 
an aircraft was on standby to 
take the EC's farm trade negotia- 
tor to the US. 

The Luxembourg talks, in the 
margins of a scheduled council of 
agriculture ministers, centred on 
keeping the EC together behind 
the Commission’s negotiation 
stance In the face of French 
attempts to prevent any Gatt set- 
tlement before the US presiden- 
tial election an November 3. 

France has never accepted that 
a Uruguay Round deal, aimed at 
liberalising world trade, should 
place formal restraints on its sub- 
sidised cereals exports, one of the 


main items in its balance of pay- 
ments. Mr Jean Pierre-Soisson, 
the new French agriculture min- 
ister, sought to rally support 
among six of his colleagues at a 
dinner in Paris on Sunday night, 
before yesterday’s council meet- 
ing m Luxembourg. Mr Ignax 
Kiechle, the German form minis- 
ter, insisted after the Paris meet- 
ing that “France is not isolated’* 
over cereals exports. His govern- 
ment in Bonn says a Uruguay 
Round conclusion is a top prior- 
ity to get Europe’s economies 
moving again. 

Mr Laurits Toemaes, Danish 
Continued on Page 22 


Stempel 
resigns 
as GM 
chairman 

By Martin Dickson in New York 


MR Robert Stempel resigned 
yesterday as chairman of crisis- 
stricken General Motors, bowing 
to pressure from fellow directors 
who accused him of not moving 
forcefully enough to shake up its 
loss-making North American car 
operations. 

Mr Stempel, 59, who became 
chairman in August 1990. is the 
first chief executive of the 
world’s largest manufacturing 
company to be ousted since Mr 
William Crapo Durant, founder 
of GM, was forced out in 1920. 

He is expected to be succeeded 
as chairman, at least on an 
interim basis, by Mr John Smale, 
who ted a boardroom coup last 
April by non-executive directors 
concerned at the slowness of 
GM’s revamp. Mr Smale. 65, is a 
former chairman of Procter & 
Gamble, the consumer products 
group, 

Mr Stempel made no reference 
to any direct boardroom pres- 
sures yesterday in his resigna- 
tion statement He said merely 
that he could “not in good con- 
science continue to watch the 
effect of rumours and specula- 
tion that have undermined and 
slowed the efforts of General 
Motors people to make this a 
stronger, more efficient effective 
organisation.” 

In April Mr Smale replaced Mr 
Stempel as head Of the board’s 
executive committee, while Mr 
Lloyd Reuss, group president 
and head of North America, was 
replaced by Mr Jack Smith, pre- 
viously responsible for GM’s 
international operations. 

Mr Smale, acting on behalf of 
the GM board, said Mr Stempel 
had been asked to continue as 
chairman until a successor was 
named. Management changes 
would be announced as soon as 
was practicable. 

GM shares, rising sharply 
since rumours of Mr Stempel’s 
resignation began last week, 
rose to 933% In morning 
trading in New York. 

Leaks to the US press last 
week made clear that GM’s non- 
executive directors felt Mr Stem- 
pel was not putting across to the 
company’s workforce the 
urgency of cost cutting and 
returning the North American 
operations to the black. 


GM’s revolution. Page 23 


Major angers Conservatives 
with Maastricht poll threat 


By Philip Stephens, Alison 
Smith and James Blitz 
In London 

PRIME MINISTER John Major’s 
threat to hold a general election 
over the Maastricht treaty 
pushed Britain’s ruling Conserva- 
tives into fresh crisis yesterday 
and senior members of the parlia- 
mentary party warned him to 
step back from a confrontation 
on the issue. 

The turmoil unnerved Lon- 
don’s financial markets, with 
sterling suffering sharp losses 
against both the dollar and the 
D-Mark. Analysts predicted that 
the political uncertainty would 
bring further losses in coining 
days. 

But the election threat was not 
withdrawn, in spite of visible dis- 
may among Conservative mem- 
bers of Parliament and a decision 
by the Labour opposition to vote 
with Conservative rebels in an 
attempt to defeat Mr Major in a 
crucial Maastricht vote on 
November 4. 

Mr Major’s stance left him at 
odds with most Conservative 
MPs and with many ministers. 
The general view was that rais- 
ing the stakes over next week’s 
vote was dangerous brinkman- 
ship. It was designed to bring 
anti-Europe Conservative rebels 
into line but had needlessly 
risked the prime minister’s own 
future. 
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Unless Mr Major was willing to 
step back from a confrontation - 
perhaps by framing the motion 
for debate next week in terms 
which exclude any specific refer- 
ence to Maastricht - he would 
be staking his premiership on a 
single vote. 

Senior members of the influen- 
tial 92 group of right-wing MPs 
last night said that a motion call- 
ing simply for the adjournment 
of the Commons - a frequently 
used technical device - could 
avoid an unnecessary split 
among the government’s support- 
ers. 

Mr George Gardiner, the 
group’s leader, suggested that 
some of Mr Major’s cabinet col- 
leagues may have been urging 
him to put his future on the line 
over the treaty in order to 
strengthen their own hopes for 
the eventual leadership. 
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A stream of Tory Euro-sceptics 
said they would Ignore the prime 
minister’s threat, arguing that 
they would be voting on the tim- 
ing of the ratification of the 
Maastricht treaty rather than on 
whether they had confidence In 
the government 

Faring Tory charges of political 
opportunism. Labour argued that 
while it still supported the treaty, 
it did not believe that the legisla- 
tion to ratify it should be brought 
back until Denmark had clarified 
its position. 

But the prime minister’s office 
emphasised repeatedly that -ratifi- 
cation was an “absolutely cru- 
cial” plank in the government's 
foreign policy. Unless it demon- 
strated to its European partners 
before December’s Edinburgh 
summit that It was making prog- 
ress with ratification, Britain’s 
case on the whole range of issues 
fa c ing the Community would be 
decisively weakened. 

On foreign exchange markets 
the pound lost nearly 3 pfennigs 
against the D-Mark, to dose at 
DM2.4425. Sterling also lost more 
than 2K cents against the dollar, 
closing at SL5870, a 17-month low 
against the US currency. 

On the stock market, the FT-SE 
100 index of leading shares dosed 
down Si points at 266L6. . 

News mismanagement. Page 12 
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Currencies, Page 40 
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economy in 
critical state’ 


By Christopher Parties 
in Frankfurt 

THE west German economy is 
in a “critical state” and will 
generate only Oi per cent real 
growth next year, according to 
a joint report from the coun- 
try's Tive leading economic 
institutes. A modest recovery 
in the east will bring aggregate 
growth to 1 per cent 
The annual autumn study, 
though at odds with the gov- 
ernment’s hastily-revised fore- 
cast of up to 1.5 per cent 
growth in the west, released at 
the weekend, reflects common 
agreement that international 
recession is at last taking its 
toll It is only weeks since the 
government was speaking of 
2.5 per cent growth nest year. 

Predicting average inflation 
in the west of 3.5 per cent after 
4 per cent this year, the insti- 
tutes urged that pay settle- 
ments be kept down to 3 per 
cent - around half the levels 
of the past two years. Hie over- 
hasty alignment of eastern 
wage rates with those in the 
west would be "socially and 
politically explosive”, they 
warned. 

Mr Helmut Schlesinger, the 
Bundesbank president, said 
that even though the economy 
was weakening, there was no 
reason for the central bank to 
relax its stance on maintaining 
stability. 

Control of inflation and 
money supply remained the 
bank's priorities, he said in a 
speech in Hamburg. Prelimi- 
nary figures released yesterday 
suggested that inflation in 
western Germany was virtu- 
ally unchanged in October. 
Consumer prices have risen 0.3 
per cent in Baden-Wurttem- 
berg during the past month, 
taking the year-on-year infla- 
tion rate to 3J per cent. 

In North-Rhlne Westphalia, 
the most heavily-populated 
state, a similar rise took the 
annual rate to 3.6 per cent In 
the five new states, however, 
inflation is still strong, and 
stood at 12.7 per cent in Sep- 
tember, according to statistics 


released yesterday. 

As Chancellor Helmut Kohl 
warned his Christian Democrat 
party congress of tax rises and 
public spending cuts, Mr 
Schlesinger said there was no 
need to increase taxes at pres- 
ent "but whether this applies 
in the longer-term will need 
examining”. 

The bank, hitherto stolidly 
against higher taxes, appears 
now to agree with Bonn that at 
least the threat of a rise could 
help dampen both union ambi- 
tions in the spring wages 
round, and private demand for 
credit which has been an 
Important factor in this year’s 
surge in money supply growth. 

A summer slump in Ger- 
many’s foreign trade, reported 
yesterday, further deepened 
the gloom spreading rapidly 
into every sector of the econ- 
omy. At DM47.9bn, August 
exports were 4.7 per cent lower 
than a year earlier, and 
imports were down 11 per cent 
at DM47.6bn, according to the 
statistics office. Compared with 
July, exports fell 18 per cent 
and imports 27 per cent. 

f ndnatrial mnft rtmup is ala i 

down sharply, according to the 
Ifo institute in Munich, one of 
the five authors of the autumn 
study. The D-Mark’s rapid 
appreciation daring September 
has hit export prospects and 
incoming orders ML again dar- 
ing the month, fio said in a 
separate report. 

Manufacturing plant is work- 
ing at around 83 per cent of 
capacity compared with more 
than 87 per cent in September 
last year, and average out- 
standing orders amount to 2.6 
months' work, against 2.8 
months in June. 

According to details avail- 
able from the five institutes’ 
report, officially released 
today, west German growth 
this year will be only 1 per 
cent, and the east will show a 
rise of around 5.5 per cent, half 
earlier estimates. Next year the 
east should see a gain of 
around 7 per cent and average 
inflation should slow from 115 
per cent to 8 per cent 


Kohl plea 
for curb 
on asylum 
seekers 

By Quentin Peel in DBsseldarf 

CHANCELLOR Helmet Kohl 
yesterday issued his grimmest 
warning yet of the effect of an 
unrestricted influx of asylum- 
seekers Into Germany, declar- 
ing that failure to curb it 
could lead to a “state of 
national emergency”. 

Unofficial estimates put the 
number in October at 

approaching 60,000, compared 

with 42,000 in September. 

“We have already passed the 
limit of what we can bear,” he 
told the annual conference of 
his Christian Democratic 
Union (CDU). “The 
influx. ... is leading to unbear- 
able conditions in our towns 
and cities.” 

In an urgent appeal to the 
opposition Social Democratic 
party (SPD) to agree on a com- 
mon policy, he added: “If it is 
not dealt with, we are facing 
the danger of a profound crisis 
of confidence in our demo- 
cratic state.” 

He was speaking after new 
signs of SPD disarray over 
how for to go in restricting the 
far-reaching right to asylum 
enshrined in the constitution. 
The governing coalition, led 
by Mr Kohl’s CDU, is demand- 
ing a change to HimI* the ri ght 
of asylum to those coming 
from countries with recog- 
nised political persecution. 

The SPD has called an emer- 
gency congress next month to 
decide its position, with Mr 
Bjffrn Engholnt, its leader, 
calling for a change in the con- 
stitution. However, a growing 
number of SPD branches is 
rejecting a change. 

Mr Kohl yesterday estimated 
the number of purported asy- 
lum seekers this year at well 
over 400,000. Barely 5 per emit 
"are genuinely persecuted”. 

For the SPD, Mr Karl-Heinz 
Blessing, national director, 
insisted yesterday that next 
month's congress would show 
a significant majority in 
favour of a change in toe con- 
stitution. He said that the con- 
gress would take a free vote of 
individual members, who 
would not be bound by their 
local branches. 



“Enough of liar governments” proclaim the handballs bring distributed at a protest meeting of some 14,000 Italian shop-owners this 
week. The mass gathering in Home’s Palazzo dello Sport was p rom p ted by government tax proposals. 


Beregovoy 
set to win 
censure vote 

By Wlfflam Dawkins in Paris 

THE • French Socialist 
government of Mr Pierre B£r£- 
govoy last night looked set to 
survive a censure motion pot 
down by the right-wing opposi- 
tion in protest against what it 
says is an “unrealistic" 1993 
budget, tJmnifg to a Commu- 
nist party decision to abstain. 

The opposition RPR and UDF 
parties consider the forecast 
2.6 per cent economic growth 
rate for too optimistic ami fear 
that the budget rfeflcH is mu. 
ning out of control. 

Mr Martin Malvy, budget 
minister, yesterday admitted 
the current year's deficit would 
be around a record FFrISObn 
(S34.95bn) against the 
FFr89.6bn originally forecast 
The FFrl65bn deficit predicted 
in the 1993 budget is consid- 
ered too low by many econo- 
mists, given the gloomy Euro- 
pean outlook. The Communists 
were given promises of lower 
household taxes for the poor. 
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Report seeks level playing 
field for EC single market 


By Andrew HOI In Brussels 

A REPORT into how to make 
the single European market 
fair , effici ent and user-friendly 
once it comes into force on 
January 1, 1993, will be pres- 
ented to the European Com- 
mission today. 

It will be published tomor- 
row by Mr Frier Sutherland, 
former competition commis- 
sioner and chairman of the 
committee which drew tt up, 
and will be considered by inter- 
nal market ministers on 
November 10. 

The success of the single 
market depends on the pleth- 
ora of Community laws being 
strictly enforced. The way in 
which the EC resolves disputes 
about those rules is likely to be 
one of the first practical tests 
for subsidiarity - the principle 
that decisions should be taken 
at the lowest appropriate level 
— if a definition can be agreed 
at the Edinburgh summit in 
December. 


Commissioners are today 
also expected to approve their 
own long-awaited paper on 
subsidiarity, which was 
intended for presentation to 
Community feaHm-a at the Bir- 
mingham summit earlier this 

mnnfh 

The Sutherland committee 
has tried to tread the narrow 
path between the political and 
practical need to devolve 
responsibility to member states 
and the danger that this might 
result in an anarchy of diffe r - 
ent levels of enforcement. 

For example, instead of sug- 
gesting a rigid centralised 
bureaucracy to monitor the 
single market, the Sutherland 
report proposes greater infor- 
mal co-operation between 
nati onal internal market offi- 
cials to avoid cross-border dis- 
putes about implementation. 

But Brussels officials 
suggested yesterday that this 
might not be enough to ensure 
firm and fair enforcement of 
EC law, and could result in 


unsatisfactory trade-offs 
between countries. “Those 
countries which have stranger 
standards of implementation 
will lose out,” said one. 

Members of the committee 
resolutely refused to reveal the 
details of the report ahead of 
tomorrow’s Strasbourg launch, 
but they are understood to 
have examined how to respect 
subsidiarity, how to reassure 
consumers and business about 
the internal market pro- 
gramme, how to remove 
doubts about the enforcement 
of Community law, and how to 
enforce the rules “through 
partnership” between member 
states and EC infltitutinng - 

Both the Sutherland report 
and the Commission subsid- 
iarity paper strongly suggest 
that EC citizens should be 
urged to seek redress for their 
complaints in national courts, 
rather than burdening the 
European Court with legal 
cases. 


Transport ministers seek 
progress on single market 


By David Gardner 
in Luxembourg 

EC TRANSPORT ministers 
yesterday made new but incon- 
clusive efforts to agree two 
critical measures designed to 
make next year’s barrier-free 
single market work: freer 
access to Europe’s congested 
airports, and freedom for road 
hauliers to operate inside other 
member states. 

They rejected Commission 
plans to “confiscate" under- 
used landing and take-off slots 
at airports for redistribution to 


new entrants to the air trans- 
port industry. Nor could they 
agree what constitutes a “new 
entrant”, the dying breed of 
low-cost independent carriers 
that Brussels had hoped would 
invigorate the “open skies” pol- 
icy agreed by ministers in 
June. 

Ministers made morep re- 
gress on agreeing a compatible 
EC system of tolls and road- 
user charges for lorries over 12 
tonnes. Germany has mails a 
common system the precondi- 
tion for allowing “cabotage,” 
the right of foreign lorries to 


ply their trade inside Germany. 
However, there remains con- 
cern that the Commission’s 
plan to place no limit on 
charges would result, not in a 
common policy, but fragmenta- 
tion of the single market Brus- 
sels would also allow member 
states to refund their own 
hauliers above a yet to be 
agreed minim um charge. 

Some of the poorer member 
states made clear they would 
not go along with the bigger, 
more central states imposing 
high charges in a policy which 
might allow discrimination. 


Danish opposition calls 
tune over Maastricht 


I FEEL like a little boy who 
has had a distasteful plate 
of food put in front of him 
and been told to eat tt up,” said 
Mr Uffe EUemann-Jensen, Den- 
mark's foreign minister last 
week. 

The dish set before him is 
the 1,600-word position paper 
detailing the supplements to 
the Maastricht treaty which 
Denmark requires before it can 
put the treaty to a second ref- 
erendum next year. 

The paper is the work of 
three non-government parties, 
the Radical Liberals (who nor- 
mally count themselves as part 
of the minority Conservative- 
Liberal coalition’s parliamen- 
tary base), the Social Demo- 
cratic party and the left-wing, 
anti-Maastricht Socialist Peo- 
ple’s patty. 

These three control a major- 
ity in the Folketing, and so the 
government is faced with a 
taks-it-or-leave-it programme 
for negotiations with the other 
11 EC states. 

The two Socialist parties 
believe the; have forged an 
alliance which will enable 
them to topple the present gov- 
ernment before long. “It’s only 
a matte: of time,” says Mr Hol- 
ger Nielsen, leader of the 
Socialist People’s party. The 
Radicals, however, do not place 


this interpretation on the EC 
compromise. 

The final, official position 
paper which the government 
8 ends to the other govern- 
ments within the next few days 
may be modified slightly, but 
not In any substantive way. 

So, when Mr Ellemann-Jen- 
sen travels round the Euro- 


Government 
has to grin and 
bear it, writes 

Hilary Barnes 

pean ca pitals next month try- 
ing to win support and under- 
standing for the Danish posi- 
tion, be will to ail intents and 
purposes be acting as plenipo- 
tentiary for the opposition. 

By die standards by which 
parliamentary politics nor- 
mally work, the position in 
Denmark is unusuaL 

The three-party position 
paper was worked out in the 
office of Mr Foul Nyrup Ras- 
mussen, the Social Democratic 
leader, with Mr Poul Schlfiter, 
prime minister, and the foreign 
minister, as bystanders. 

But this is not the first time 
that such a situation has 
arisen in Denmark. From 1982, 
when Mr Schlflter became 
prime minister, until 1988, the 
government consistently had a 
majority of the same three par- 
ties against it on a range of 
Nato-related issues. 

However, because the Radi- 
cals supported the government 
on domestic issues, there was 
never any Question that the 
government could be brought 
down by a vote of no confi- 
dence. 

On the Maastricht issue, the 
government has accepted the 
opposition’s position paper 
with good grace as the basis 
for “a national compromise" 
because it regards the position 
paper's demands as realistic 
from two points of view - as a 


basis for persuading the U to 
meet the Danish requirements, 
and as a basis for persuading 
the voters to support the Maas- 
tricht treaty in a referendum 
next year. 

The key special arrange- 
ments which Denmark wants 
are well-known - no obliga- 
tion to participate in common 
defence policy, nor to intro- 
dace a common currency or 
participate in the third stage of 
economic ami monetary union, 
no transfer of sovereignty in 
matters of legal and police 
co-operation, and no obligation 
to introduce union citizenship. 

To improve the way the EC 
works and make it more trans- 
parent, the three parties pro- 
pose open meetings of, and 
open voting at, the European 
Council, a suggestion, on which 
most other members are likely 
to choke. 

They also urge speedy nego- 
tiations with applicant coun- 
tries from the European Free 
Trade Association and stronger 
contacts, with a view to mem- 
bership, with Poland, Hungary, 
and Czechoslovakia. They fur- 
ther propose that during the 
Danish chairmanship of the 
Council, for six months from 
January 1, the Copenhagen 
government should arrange a 
conference on perspectives in 
the development of European 
co-operation. 

If the Danes can obtain from 
the 11 the main concessions 
which they require - which 
cannot be taken for granted 
- the evidence of recent opin- 
ion polls is that a substantial 
majority support the treaty 
next time. 


Tax panic 
grips 
Italian 
evaders 

By Robert Graham hi Rome 

THE LID on Italy’s worst kept 
secret has finally been lifted: 
the self-employed, professions 
and small business have been 
getting away with absurd tax 
returns for years. 

The secret has been blown 
by the simple expedient of the 
flnnnro ministry leaking data 
on tax returns of the 6.1m 
classified as self-employed in 
order to demonstrate the 
equity of a proposed new 
“minimum tax”. 

In the country of the for 
coat, the cellular telephone, 
the third holiday, the Swiss 
bank account, and the highest 
savings ratio In the EC, 35 per 
cent of self-employed are sup- 
posedly living on the poverty 
line with annual incomes 
below L72m (£3^10). Only 3.6 
per cent of wage-earners have 
incomes in this category. 

On the basis of a spot check 
on 62,000 tax returns, the 
authorities discovered 56,000 
were under-declaring. Worst 
offenders were retailers who 
declared on average three and 
half times less than their proj- 
ected earnings. 

A check of 22 delicatessens 
In the wealthy northern city of 
Varese showed average tax- 
able income of L12.6m 
(£5,800); ii leather shops in 
Florence had average taxable 
income of L20m (£9,210). 
Employers were also often 
declaring earnings half that of 
their employees. 

The new tax measure 
assesses real earnings by cate- 
gory on a computerised for- 
mula Him Impawn a mini , 
mum payment regardless of 
the return submitted. In most 
cases this entails a doubling of 
current declared earnings for 
the new tax base. 

Not surprisingly it has pro- 
voked a storm of protest, the 
first organised manifestation 
of which was a meeting yester- 
day In Rome of the traders’ 
association, Confcommercio. 

Last week, senior members 
of the Christian Democrat 
party unsuccessfully tried to 
water down the proposal with 
a series of exceptions. “They 
wanted to make the exception 
the rule,” Mid one nffirfal- 
“The traders wanted to raise 
issues like 'Why should my 
income be the norm if traffic 
restrictions cut my clientele?* 
or *What happens if for six 
months someone has not been 
able to serve properly because 
of a bad back?’. . . It was 
impossible.” 

The protest cuts across all 
political persuasions but 
grouped as a whole these 6m 
people represent a formidable 
block of votes. Their main 
champion Is the populist Lom- 
bard League. 

The unions have kept their 
distance, aware their that 
wage-paying members for 
years have paid their taxes at 
source. 


Yeltsin rules 
out economic 
policy change 

PRESIDENT Boris Yeltsi 
yesterday ruled out changes I 
the government's radical eo 
nomlc reform programme bi 
said certain ministers could l 
removed, Itar-Tass new 
agency said, Reuter report 
from Moscow. 

Mr Yeltsin is under increai 
ing pressure from conservt 
fives to sack key members t 
acting Prime Minister Yego 
Gaidar’s government an 
adopt alternate economic pal 
des. He told American ban! 
era and financiers that •‘th 
strategy of Russian reforms I 
irreversible,” Tass said. 

Mr Gaidar on Sunday effe< 
tively ruled out a big reshuffl 
before December. 
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Hungary backed by Ex-co mm u ni sts win Lithuanian poll 
Germany over dam ™»r :r», 

V ImHpt. Mr Vvtnntas T .nndshur. 


By Nicholas Denton 
in Budapest 

GERMANY weighed in 
yesterday behind Hungary’s 
increasingly frantic efforts to 
stop Slovakia from damming 
and diverting the river Danube 
to feed the controversial 
Gabctkovo hydroelectric bar- 
rage. 

Mr Klaus Kinkel, the Ger- 
man foreign minister, issued a 
veiled warning of the economic 
price of “rash decisions" in the 
dam dispute after Slovakia 
began at the weekend to block 
the Danube with quarry rock 
and concrete blocks. 

Mr Kinkel said, without 
explicitly singling out Slo- 
vakia, that the European Com- 
munity’s “goodwill" in provid- 
ing economic support was in 
danger. “The row has sparked 
a new, utterly unnecessary cri- 
sis in eastern Europe," he said, 
repeating calls for a negotiated 
settlement. The strong German 
intervention drags the dam dis- 
pute squarely on to the Euro- 


pean stage before tomorrow’s 
summit meeting between the 
EC and leaders of the central 
European countries. 

Slovakia, despite pressure for 
a temporary bait, yesterday 
took construction beyond the 
point of no return, diverting 
much of the river’s flow into 
its own territory. 

The Hungarian government 
reacted yesterday with talk of 
reprisals. Mr Janos Martonyi, 
state secretary at the Hungar- 
ian foreign ministry, ruled out 
military action but pointedly 
kept all other options open and 
cast doubt on the future of 
regional co-operation embodied 
in the Visegrad group of cen- 
tral European countries. 

Mr Martonyi re-emphasised 
Hungary's position that the 
diversion of the main flow of 
the Danube, the international 
border, represented a territo- 
rial violation as well as an 
environmental catastrophe in 
the making. Hungary says that 
the dam will lower the water 
table, dry up marshes around 


the Danube and damage the 
water supply. 

The Bratislava government 
argues that the Gabctkovo bar- 
rage complex is essential to the 
energy security and economic 
well-being of Slovakia, which 
is to become independent from 
the new year. 

• The Czech and Slovak 
regional governments yester- 
day ratified a customs union 
agreement between the two 
republics, writes Ariane Ge nil- 
lard in Prague. The agreement 
was negotiated by by Mr Vac- 
Lav Klaus, the Czech prime 
minister, and Mr Vladimir 
Medar, his Slovak counterpart. 

It allows tor the free flow of 
goods between the republics 
after they become Independent 
on January 1 and should facili- 
tate a renegotiation of the EC's 
Czechoslovakia association 
agreement. EC officials are 
tomorrow to meet in London 
the Czech, Slovak, Hungarian 
and Polish prime ministers to 
discuss extension of the EC 
trade agreements. 


By Leyla Boulton In Moscow 

LITHUANIA'S nationalist 
leader, Mr Vytautas Landsber- 
gis, has suffered a serious elec- 
toral defeat at the hands of for- 
mer Communists who have 
politically exploited the small 
Baltic republic's severe eco- 
nomic difficulties during its 
first year of independence. 

Unofficial results of Sunday's 
parliamentary elections sug- 
gest big gains tor the Demo- 
cratic Labour Party (DLP) of 
Mr Algirdas Brasauskas, a for- 
mer Co mmunis t Party leader 
who has pressed tor a less bru- 
tal break with Moscow and a 
gentler transition to a market 
economy. 

Mr Brasauskas, a moderate 
nationalist who three years 
ago split from the Communist 
Party of the Soviet Union to 
promote Lithuanian indepen- 
dence, looks likely to form the 
next government and says that 
he will seek a broad coalition. 

"We will talk to other parties 
and do not want to usurp 
power," he told Reuters news 
agency. "It is time to throw 
away ambitions and search for 
an agreement." 

Although a second round of 



Algirdas Brasauskas, leader of the. former communist Democratic Labour Party, cl ai ming victory 


voting in two weeks time could presidential elections early 
still alter the expected outcome next year. 


of the elections, a separate ref- 
erendum produced overwhelm- 
ing support for a new constitu- 
tion which foresees 


Mr Landsbergis, who has 
effectively ruled Lithuania as 
chairman of parliament and 
may keep his post until presi- 


dential elections, appeared yes- 
terday to concede defeat for his 
radical Sajudis independence 
movement 

He said that the former com- 
munist DLP had conducted an 


effective electoral campaign. 
However, he also accused Rus- 
sia. which recently halted a 
troop withdrawal from Lithua- 
nia and suspended oil deliv- 
eries, of interfering in the 
election. 

Although he did not substan- 
tiate the charges. Mr Saulius. 
Cheltenis, a Lithuanian maga- 
zine editor, said that for "peo- 
ple to be cold in their flats and 
wonder how they are going to 
cook their next meal" was 
enough "for an oil blockade to 
affect elections". 

However, the Russian sus- 
pension of deliveries was not 
the only factor to prompt sup- 
port for Mr Brasauskas, a mod- 
erate who has proved his loy- 
alty to an independent. 
Lithuania. 

Although recent elections in 
neighbouring Estonia produced 
a defeat for former Commu- 
nists, Mr Cheltenis pointed out 
that there had been a backlash 
against the radical reforms in 
much of eastern Europe, 
including in Poland, which, 
like Lithuania, is a largely 
rural Catholic country with 
obsolete heavy industry inher- 
ited from its Soviet masters. 


Serbs shake TJ1N[ hold Oil sector Madrid displays a fresh commitment to western security 

Bosnian test for Spanish troops 


By Laura Silber, recently In 
Dragallc, Croatia 

THE United Nations 
protectorate in Sector West, 
central Croatia, is considered a 
model among the UN’s four 
peacekeeping zones in Croatia 
because of the high degree of 
co-operation between the UN 
and the local authorities. 

But attempts by Serb rebels 
at the weekend to destabilise 
the sector and prevent refugees 
from returning have high- 
lighted the UN’s fragile hold 
over even this small part of the 
former Yugoslavia. 

UN attempts to reopen the 
motorway between Zagreb and 
Belgrade, the Croatian and 
Serb capitals, were under- 
mined on Sunday when 20 
armed Serbs used combine har- 
vesters to throw up a road 
block on the route, 70km south 
of Zagreb. 

Local Serb officials said the 
motorway would be reopened 
only if Serbs had the right to 


Military commanders of Bosnia's three warring sides met 
face-to-face across a negotiating table yesterday while their 
troops fought on throughout the former Yugoslav republic, Reu- 
ter reports from Sarajevo. 

Leaders of Serb, Moslem and Croat forces met at Sarajevo's 
shell-battered airport for a closed door meeting chaired by the 
United Nations peace-keeping force commander. It was the sec- 
ond encounter between the three sides organised by the UN. 

The leaders were expected to discuss practical ways of ensur- 
ing water and electricity to the Bosnian capital, which has been 
surrounded by Serb fighters since ApriL ON officials have called 
the talks a breakthrough. But there was no viable effect on 
fighting in Sarajevo or other towns. 

Heavy shelling rocked the capital's western suburb of Stup 
around midday and mortars rained into a district near the UN 
headquarters, wounding five 


control the road, a move which 
would undermine the UN's 
authority. 

The road, named in the Tito 
era as the highway of brother- 
hood and unity, was closed in 
August 1991 when Serbs in the 
area, backed by Belgrade, 
rebelled against Croatian inde- 
pendence. Telephone links 
were also severed between the 
two republics. 


When UN peacekeepers were 
deployed in Sector West last 
May they moved quickly to 
demilitarise Serb and Croat- 
held territories by July to 
allow the return of refugees 
- many of them Croat - to 
this part of central Croatia. 

Plans to reopen the motor- 
way were agreed at the Geneva 
peace talks in September. 

But General Carlos Zahala, 


the UN sector commander, said 
that, in addition to the road- 
block, Serb paramilitaries were 
trying to reverse the demilitar- 
isation process by wearing mil- 
itary uniforms. 

If the UN's hold over Sector 
West is further under- 
mined - to the extent that it 
breaks down - President 
Franjo Tudjman of Croatia 
could withdraw his half- 
hearted support of UN 
operations in Croatia, western 
diplomats fear. 

The Croatian government 
had originally opposed deploy- 
ment of UN forces in the 
republic on grounds that they 
would consolidate Seri) gains. 

Backing for the local Serb 
action is coming from Presi- 
dent Slobodan Milosevic of 
Serbia, who is determined to 
prevent the refugees returning 
and is playing on fears in the 
Serb commtinity in Sector 
West that the Croat authorities 
plan to assert control over the 
territory through force. 


By Tom Bunn In Madrid 

THE first soldiers in a 
700-strong Spanish military 
contingent were last night due 
to join the UN protection force 
(Unprofor) in Bosnia, ushering 
in a new era in the Madrid 
government’s commitment to 
western security. 

"We are seeing a chang in g 
mood on the part Spain," says 
an EC diplomat. 

“It is ready to make gestures 
now that it drew back from in 
the past." 

The troops are drawn from 
the Spanish Foreign Legion 
and the Parachute . Brigade. 
These are two of the few pro- 
fessional units in an over- 
whelmingly conscript army. 
They will be deployed to pro- 
tect humanitarian aid convoys 
on the road between Mostar, in 
south-west Bosnia, and 
Sarajevo. 

This “obligation" marks a 


milestone. In the recent past 
Spain has stepped up its com- 
mitment to UN peacekeeping 
missiozis In areas such as 
Angola and Namibia and lat- 
terly El Salvador, where some 
100 Spanish military personnel 
are currently stationed. 

However, the Bosnia involve- 
ment, for an initial six-month 
period, is of a different order. 

It is novel because of the size 
of the contingent, because 
Spain will be paying for its 
estimated Pta3bn (£i.8m) in 
expenses and because, unlike 
in other war zones, the troops 
are “braced for casualties" as 
the defence ministry puts it 

On a different; but crucially 
important, level for a society 
such as Spain, the Unprofor 
commitment also illustrates 
changing perceptions about a 
military that was once viewed 
as solely interested in domestic 
politics. 

“The public now sees the 


officers as obsessed with pro- 
fessionalism instead of with 
plotting for want of nothing 
else to do," says a senior 
administration official. - 

“The army is using the UN 
channel to show off its profes- 
sionalism and everyone, should 
be pleased about the new 
image." 

Some western diplomats 
believe that Spain, which 
joined Nato in 1982 but 
remains outside its military 
command chain, is testing the 
ground in Bosnia for what 
could be a r eadin ess in Madrid 
to contribute forces to a future 
European rapid intervention 
brigade. 

“Our navy works closely 
with Nato,” said a Spanish 
defence ministry spokesman, 
"and our ground troops could 
increasingly do so too as long 
as they are under a Spanish 
command.". . 

Some Spaniards are, how- 


ever, uneasy about a gesture 
which is likely to put the 
troops, with their extremely 
limited international experi- 
ence, under tire. 

They claim that the move 
has more to do with power pol- 
itics in Madrid and the UN 
headquarters in New York 
than defence burden sharing. 

Today the UN is due to 
choose between Spain, Sweden 
and New Zealand in a vote to 
elect two new members for a. 
two-year term on the Security 
CounriL 

But any link between a UN 
seat and the Bosnia task force 
is rejected by Mr Javier Solaria, 
the foreign minister, who 
stresses that Spain is overdue 
for a Security Council seat hav- 
ing last held one ll years ago. 

According to Mr Solana, the 
troops are being sent "because 
we have an obligation to Euro- 
pean security”. 
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Flat out' 

to Dubai 

(or Hong Kong, Singapore, 
Manila, Bangkok...) 






We’ve got the future 
on the right track. 
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AEG demonstrates its know- 
how in the field of rail systems 
using new environmental and 
economic solutions. You’ll find 
our state-of-the-art technolo- 
gies in everything that roils on 
rails from ultra high-speed 
Intercity express trains to lo- 
comotives, from light rail vehi- 
cles to hilly automatic people 
movers. AEG’s rail transport 
components and equipment 
combine matchless engineer- 
ing with superior systems 
compatibility. So we can keep 
the world moving and use less 
of Its precious resources. 


AECs areas of activity: 

Automation 

■ 

Electrotechnical Systems 
and Components 




Rail Systems 


Domestic Appliances 


Microelectronics 


AEG 

A number of the Dtunto-Bdna: Group 
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FINANCIAL TIMES TUESDAY OCTOBER 27 1992 


NEWS: WORLD TRADE 


British Aerospace remains leading exporter 

New entrants boost UK exports 


By David Dodweli, 

World Trade Editor 

SEVEN OUT of the top 10 
British exporters saw a fall in 
the overall value of their 
exports between 1390 and 1991. 
the FT's latest survey of top 
exporters shows. 

It was left to new entrants - 
such as Nissan and Vauxhall, 
which significantly boosted 
their exports from the UK in 
1991 - and a tiny miscellany of 
outstanding performers to keep 
exports growing - albeit by 
less than l per cent to £452bn. 

British Aerospace remained 
the UK's leading exporter, but 
saw exports Call by 5.5 per cent 
to £4.6bn. 

ICI also held its place at 
number two - also recording a 
2.56 per cent fall in overseas 
sales. 

The only improvements 
Inside the Top 10 came from 
Ford, whose exports edged up 
by 1.9 per cent to £2.78bn, and 
Guinness, which edged up one 
place to 10th position as the 
result of a 4 per cent export 
Improvement to £84 9m. 

Shell “rose" from seventh to 
fifth place on the back of a 
revision of its 1990 perfor- 
mance: Its exports actually fell 
by more than 5 per cent to 
£2.4ba 

A total of 37 companies in 
the Top 100 are foreign owned, 
with 21 of these belonging to 
US parents. Of the UK compa- 
nies in the Top 100. exports fell 
by 1.5 per cent, from £30.9bn in 
1990 to £30.4bn last year. By 
contrast, the foreign-owned 


BREAKDOWN BY INDUSTRIAL SECTOR 

Industrial Sector 

No of 
Cos 

Exports 
1991 Em 

Exports % change 
1990 Dn 

Aerospace 

5 

7,296.7 

7,719.2 

-5.5 

Oils 

8 

7,0783 

6.975-4 

1.5 

Motors 

13 

6.163.2 

5.416.5 

13.8 

Chemicals 

13 

5.771.3 

5,848.9 

-1.3 

Electronics 

4 

4,045.7 

4,105.7 

-1.5 

Metals & Mines 

8 

3.333.0 

3,458.1 

-3.6 

Food S Drink 

8 

2.725.9 

2.587.6 

S3 

Health & Household 

9 

2^53.0 

2,176.1 

3.8 

Conglomerates 

3 

1,362.8 

1,298.1 

5.0 

General Engineering 

9 

1.099.6 

1,245.7 

-11.7 

Construction Equipment 

3 

870-8 

1,029.2 

-15.4 

Industrial Materials 

4 

774.7 

858.1 

-9.7 

Media/Paper & Packaging 

4 

559.1 

539.8 

3.6 

Electricals 

2 

353.0 

342.7 

3.0 

Textiles 

2 

224.8 

206.4 

8.9 

Miscellaneous 

5 

1.304.0 

1,056.6 

23.4 

Total 

100 

45221.1 

44,864.1 

0.8 
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companies saw exports rise by 
6.4 per cent to £14.9bn. 

Of passing comfort to leading 
British exporters was the fact 
that export performance held 
up in spite of falls in turnover 
and employment in the UK. 

Overall turnover for the Top 
100 fell by 3.1 per cent to 
£140bn. while they trimmed 6.6 
per cent of their workforce - 
involving the loss of 110,000 
jobs. At the same time, their 
turnover outside the UK rose 
by 32 per cent to £167bn. 

Among the handful of buoy- 
ant performances, the Weir 
Group leapt from 99th to 81st 
place on the back of a 26 per 
cent improvement in exports 
and a 34 per cent surge in nun- 
over. 

Boots and Marks and Spen- 
cer also boosted overseas sales 


by around a quarter to leap up 
the rankings - putting Boots 
in the top 100 for the first time, 
and lifting Marks and Spencer 
to 54th position. Both boosted 
exports on virtually stagnant 
turnover - Boots up 23 per 
cent and Marks and Spencer 
up 0.4 per cent 

Westland also reported a 26 
per cent improvement in an 
otherwise drab aero-engineer- 
ing sector which saw overall 
exports fall by 5.5 per cent 

This fall was due in part to 
lower exports from British 
Aerospace, but in addition 
resulted from a 9 per cent 
decline in exports by 
Rolls-Royce. The aero-engine 
maker slipped from 6th to 7th 
position as foreign sales fell to 
£2.06bc. 

Three oil companies - all 


FINANCIAL TIMES TOP IOO UK EXPORTERS 

Rank 

Name at 

Exports 

Kof UK 

Exports 

%OtUK 

Export 

% of 

Net exp . 

Imp/Exp 

NOTES 

1991 1990 

Company 

(Em) 1B91 

Vo 1991 

1990 

Vo 1990 

Growth 

on Uo 

(Cm) N91 

% 1891 

Year end a Doc 1881 lailass odterwtaa slated 

1 

1 

British Aerospace 

4621.0 

54.9 

4891. 0 

57.1 

- 5.5 

68.3 

- 

w 

3 Ford New Holland Included to May 1991. 

2 

2 

tci 

3079.0 

543 

3160.0 

51.6 

- 2.6 

31.1 

* 

* 

Jdpuar to November 1891 

3 

4 

Ford Motor 

2782.0 

45.4 

2729.0 

38.0 

1.9 

98.0 

• 

* 

6J=tflurai consist oi exports of goods Ci^TSm 

4 

3 

BP 

2649.0 

20.4 

2731.0 

22.4 

- 3.0 

10.4 

1953.0 

26.3 

(£288m) 

5 

7 

Shell UK 

2397.0 

35.8 

2525.0 

39.8 

- 5.1 

100.0 

* 

■ 

B-Yc end Mar 1882 

6 

5 

IBM UK 

2278.0 

57.3 

2348.0 

54.3 

- 3.0 

100.0 

• 

* 


7 

6 

Rolls-Royce 

2062.0 

66.1 

2272.0 

68.5 

- 9.2 

83.9 

1723.0 

16.4 


8 

8 

British Steel 

1483.0 

36.7 

1474.0 

32.8 

0.6 

72.7 

633.0 

57.3 


9 

9 

GEC 

1250.0 

35.9 

1306.0 

35.1 

- 4.3 

21.5 

■ 

e 


10 

11 

Guinness 

849.0 

43.4 

817.0 

41.9 

3.9 

24.2 

756.0 

11 


11 

16 

Esso UK 

809.0 

28.7 

571.4 

19.7 

41.6 

100 3 


• 


12 

12 

Trafalgar House 

796.0 

37.4 

726.7 

41.0 

9.5 

74.1 


* 

fun-year consolidation of Davy Corporation 

13 

10 

Johnson Matthey 

765.8 

64.2 

844.4 

07.5 

-93 

58-8 

• 

■ 

tiYr and Mar 1993 

14 

<-) 

Nissan 

681.7 

87.5 

327.6 

71.0 

108.1 

100.0 

438.7 

35.6 

Would have bean ranked number 28 

15 

13 

Glaxo 

641.0 

62 J 5 

653.0 

66.0 

- 1.8 

27.0 

e 

• 

lS.Tr end June 1991 

16 

(-) 

Vauxhall Motors 

620.4 

24.1 

178.7 

6.8 

247.2 

100.0 


* 

In 1991 table. Would have bwo ranked 

17 

17 

Unilever 

586.0 

16.3 

568.0 

14.3 

32 

3.0 

- 145.0 

124.7 

mtfnbar 60 

18 

18 

Conoco 

517.7 

42.9 

548.8 

40.9 

- 5.7 

100.0 

-70 

113.5 


19 

19 

Kodak 

505.9 

53.5 

497.8 

53.3 

1.6 

100.0 

224.3 

55.7 


20 

21 

CourtauMs 

477.0 

53.6 

481.0 

53.7 

- 0.8 

45.3 

463.0 

2.9 


21 

20 

Verity Holdings 

444.5 

65.0 

533.7 

69.1 

- 16.7 

51.7 

325.5 

253 


22 

23 

Inco Europe 

403.6 

59.5 

443.6 

63.4 

- 9.0 

100.0 



2S.Yr end Jut 1991 

23 

14 

Lucas 

383.0 

372 

381.0 

37.7 

0.5 

28.7 

243.0 

36.6 

asmctudao Rockwara and Hawker Slddtley 

24 

31 

Texaco 

374.0 

16.6 

299.0 

11.6 

25.1 

52.8 

- 184.0 

149.2 

27 yr and 7th Mar 1892, Exports are 

25 

22 

Peugeot Talbot Motors 

365.1 

25.3 

456.7 

28.6 

- 20.1 

100.0 

• 

* 


26 

30 

B 7 R 

360.0 

15.0 

310.0 

13.3 

16.1 

7.6 

w 

W 

Z9.Yr and Aug 1991 

27 

25 

Allied Lyons 

358.0 

10.4 

352.0 

10.8 

1.7 

15.6 

• 

m 


28 

28 

SmithMino Beecham 

347.0 

40.8 

316.0 

39.1 

9.8 

8.3 

• 

• 


29 

27 

Wellcome 

340.1 

72.4 

334.1 

71.5 

1.8 

19.4 

298.1 

12.3 


30 

24 

Tenneco 

322.8 

• 

379.4 

e 

- 14.9 

• 

322.8 

• 


31 

33 

Racal 

315.9 

38.0 

280.8 

21 2 

12.5 

29.1 

• 

m 


32 

30 

Rothmans International 

308.0 

60.4 

303.0 

58 2 

1.7 

14.0 

282.0 

8.4 

32.Tr end Mar 1902 

33 

32 

Ciba-Gaigy 

303.0 

43.8 

280.0 

43.6 

5.2 

100.0 

• 

a 

3S.Tr end Sep 1991 

34 

29 

Exxon Chemical 

297.1 

52.7 

296.8 

50.8 

0.1 

99.5 

1213 

59.2 

companies In tbe BAT group 

35 

37 

Grand Metropolitan 

289.0 

9.8 

259.2 

7.0 

11.5 

4.7 

• 

• 

37.Tr and Mar 1992 

36 

50 

BAT Industries 

274.0 

45.8 

210.0 

46.5 

30.5 

3.3 


* 


37 

59 

British Nuclear Fuels 

268.0 

24.8 

179.0 

17.2 

48.7 

100.0 

• 

e 


38 

39 

T&N 

259.0 

44.7 

257.0 

42 

0.8 

23.8 

203.0 

21.6 


39 

44 

Rhone-Poulenc 

256.2 

34 2 

238.1 

33.8 

7.6 

100.0 

* 

• 


40 

52 

Thorn EMI 

248.0 

12.9 

201.0 

11.4 

23.4 

11.4 

* 

a 


41 

55 

Hanson 

244.0 

6.3 

192.0 

4.6 

27.1 

6.0 

w 

a 


42 

46 

Leyland Daf 

244.0 

35.5 

225.0 

32.7 

8.4 

100.0 

33.0 

61.9 

a3.Tr and Jan 1992 

43 

47 

Seagram Distillers 

243.2 

49.5 

224.5 

47.3 

8.3 

583 

165-2 

32.1 

48.Yr end Jan 1992 

44 

35 

J C Bamford 

237.1 

75.9 

277.3 

73.9 

- 14.5 

100.0 

203-4 

14.2 

Dec 1990. 

45 

43 

British Alcan 

229.0 

34.4 

238.8 

31.6 

- 4.1 

77.6 

% 

a 


46 

48 

Shorts 

224.7 

57.3 

215.2 

60.6 

4.4 

100.0 

A 

a 


47 

51 

Associated Octal 

223.9 

84.7 

205.0 

84.2 

9 2 

903 

213.3 

4.7 


48 

34 

English China Clays 

217.5 

38.4 

279.2 

35.8 

- 22.1 

58.2 

212.6 

2.3 


49 

49 

BICC 

217.0 

9.1 

215.0 

9.0 

0.9 

13.4 

% 

a 


50 

57 

Nestle UK 

215.0 

13.2 

184.7 

11.9 

16.4 

100.0 

w 

* 


51 

65 

Westland Group 

212.8 

44.2 

169.0 

39.8 

25.9 

94.0 

« 

- 


52 

45 

Cummins UK 

211-8 

57.6 

229.8 

58.4 

- 7.8 

94.6 

117.4 

44.6 

54-Yr end Mar 1»2 

53 

41 

United Engineering Steels 

206.7 

60.0 

2412 

48.9 

- 14.3 

100.0 

178.7 

13.5 

53. Yr and Od 1991 

54 

68 

Marks & Spencer 

206.0 

3.9 

163.6 

3.1 

25.9 

26.8 

• 


twelve months to Sep I960. 

55 

63 

Hewlett Packard 

201.8 

30.4 

170.9 

28.3 

18.1 

100.0 


* 


56 

40 

Caterpillar 

189.2 

88.9 

218.2 

80.9 

- 13.3 

100.0 

110.0 

41.9 


57 

42 

Vickers 

185.3 

47.0 

240.4 

52.8 

- 22.9 

49.9 

• 

a 


58 

58 

Flsons 

185.2 

43.6 

184.3 

44.6 

0.5 

14.3 

• 

• 


59 

61 

Pearson 

184.2 

34.5 

172.6 

31.3 

6.7 

17.3 

• 

■ 


60 

53 

Mlchelln 

177.6 

31.3 

200.9 

27.6 

- 11.6 

89.6 

36.5 

79.4 


61 

54 

IMI 

177.0 

32.8 

200.0 

32.2 

- 11.5 

31.2 

• 

a 


62 

62 

Smiths Industries 

176.2 

50.3 

172.0 

48.6 

2.4 

37.0 

138.4 

21.5 

67 .Yr end Mar 1932 

63 

73 

Mobil Oil 

175.0 

11.6 

145.0 

9.3 

20.7 

85.0 

- 113.0 

164.6 

00 Yr end lUf 1002 

64 

56 

Du Pont 

170.6 

49.8 

190.3 

523 

- 10.4 

82.7 

- 135.0 

179.1 


65 

69 

Gulf Oil 

156.6 

24.3 

155.2 

21.5 

0.9 

100.0 

■ 

* 


66 

74 

Goodyear 

153.7 

40.3 

143.5 

37.8 

7.1 

993 

92.1 

40.1 


67 

72 

De La Rue 

148.6 

77.8 

145.4 

72.1 

22 

39.8 

109.7 

26.2 


68 

64 

Monsanto 

147.0 

54.1 

170.8 

58.0 

- 13.9 

100.0 

• 

• 


69 

76 

Allied Colloids 

143.2 

77.8 

140 

76.5 

2.3 

67.1 

* 

- 


70 

77 

Reed International 

140.0 

16.2 

140.0 

15 2 

0.0 

15.5 

* 

* 


71 

85 

Polaroid (UK) 

137.8 

79.7 

112.5 

76.6 

22.5 

100.0 

. ■ 

■ 


72 

81 

Delta 

136.0 

17.6 

127.7 

10.1 

6.5 

•• - 

• 

• 

82. YY end Mar 1992 

73 

78 

IngersoU-Rand 

132.6 

64.7 

132.8 

61.2 

-02 

100.0 

88.7 

33.1 

83.VT end Mar 10 92 

74 

83 

Coats Viyella 

131.3 

13.5 

117.8 

12.8 

11.5 

11.9 

• 


8B.Tr end. Mar 1992 

75 

86 

Lilly Industries 

125.2 

58.7 

108.5 

59.5 

15.4 

100.0 

50.2 

59.9 

67. Yr end Mar 1892 

76 

60 

Simon Engineering 

119.7 

46.2 

177.0 

53.6 

- 32.4 

31.9 


a 


77 

70 

BASF 

119.0 

16.5 

135.0 

17.0 

- 11.9 

100.0 

* 

* 


78 

80 

Sobering 

113.8 

48.1 

128.1 

51.1 

- 11.2 

100.0 

45.6 

59.9 


79 

92 

Roche Products 

113.6 

52.9 

96.8 

50.8 

17.4 

52.9 

51.4 

54.8 


80 

82 

Pllklngton 

109.8 

22.0 

124.7 

20.8 

- 11.9 

5.0 

■ 

• 


81 

99 

Wefr Group 

108.0 

31.1 

85.5 

33.2 

26.3 

58.4 

m 

a 


82 

79 

Siebe 

105.7 

67.0 

130.4 

88.2 

- 18.9 

72 

64.4 

39.1 


S3 

(-) 

Boots 

102.2 

3.2 

80.7 

2.6 

26.6 

19.0 

- 37.2 

136.4 


84 

94 

BBA 

101.8 

29.5 

93.3 

25.7 

9.1 

10.1 

4 

• 


85 

93 

Cyanamfd (UK) 

100.8 

51.7 

93.5 

50.6 

7.8 

100.0 

343 

66.0 


88 

84 

Amersham International 

100.7 

76.3 

114.7 

81.8 

-12 2 

28.4 

91.2 

9.4 


87 

97 

Vosper Thomycroft 

100.3 

64.4 

87.8 

62.5 

14 2 

98.9 

80.7 

19.5 


88 

87 

APV 

98.7 

26.9 

138-2 

30.1 

- 28.6 

12.9 

81 2 

17.7 


89 

90 

Cadbury Schweppes 

96.8 

6.0 

95.7 

6.1 

1.1 

5.6 

- 186.3 

2323 


90 

96 

Dawson International 

93.5 

46.0 

88.6 

44.7 

5.5 

29.8 




91 

88 

Pirelli 

92.1 

17.9 

99.0 

21.1 

- 7.0 

91.8 

- 2.9 

103.1 


92 

91 

GKN 

91.0 

123 

95.0 

11J 

-42 

7.1 

* 

• 


93 

98 

United Biscuits 

88.9 

5.5 

86.5 

5.4 

2.7 

6.2 

- 35.1 

139.5 


94 

75 

CookSon 

87.4 

292 

144.2 

28.5 

- 39.4 

7.7 

* 



95 100 

RTZ 

87.0 

8.7 

83.0 

7.7 

4.8 

2.2 

1.0 

98.9 


96 

(•) 

Portals 

863 

48.0 

81.8 

46.8 

5.5 

853 

• 



97 

H 

Sheemess Steel 

833 

86.0 

34.1 

26.0 

146.0 

100.0 

79.4 

5.3 


98 

H 

Burmah Castro! 

79.9 

12 3 

• 

* 

• 

4.3 

• 


* Not avasattie 

99 

88 

Glynwed 

74 . Q - 

102 

99.0 

11.8 

- 25.3 

24.5 

* 

a 

ate Oiamai Vac Tunuver 

Nat exports - anpoHi (Mai miitni 

100 

i-> 

Dobson Park Industries 

72.5 

473 

53.6 

30.4 

35.3 

472 

















shore output rose by 19 per 
cent to 2154m. 

The most extraordinary 
headway was made by Nissan, 
whose exports leapt by 108 per 
cent, from £328m in 1990 to 
£682m last year, and Vauxhall 


US owned - performed well, 
with Esso boosting exports by 
almost 42 per cent to climb to 
11th position in the Top 100. 
Texaco boosted exports by 25 
per cent, with Mobil up 21 per 
cent 

In spite of improved export 
performances, all three 
reported falls in turnover Esso 
and Mobil of 3 per cent apiece, 
and Texaco of 13 per cent. 

Other good performers were 
British Nuclear Fuels, up 50 
per cent, with BAT Industries 
up 30 per cent, Thom EMI up 
23 per cent, and Hanson Trust 
up 27 percent 

Dobson Park Industries crept 
in as the 100th largest exporter 
after a 35 per cent improve- 
ment in exports to £72m. While 
Dobson Park's UK turnover fell 
by 13J> per cent to £152m, off- 


wbose 247 per cent jump took 
its exports to £620m. 

Also impressive was Sheer 
ness Steel, which crept into the 
Top 100 for the first time - to 
97th place - because of a 148 
per cent improvement in for- 
eign sales to. £84m. 

Export growth came at 
Sheerness despite a 26 per cent 
fall in UK turnover - a factor 
vividly shown by the fact that 
in 1990, exports accounted for 
just 26 per cent of turnover, 
compared with 86 per cent last 
year. 

In terms of its export depen- 
dency in 1991, Sheemess was 
third only to Nissan - which 
exported 87 .5 per cent of its 
turnover - and Caterpillar, 
which exported 89 per cent. 
Associated Octet, at 85 per cent 
came close behind. 

Other companies with an 
extremely high level of export 
dependency included IBM (66 
per cent of UK turnover); Well- 
come (72 per cent); Rothmans 
(60 per rent); Allied Colloids 
(78 per cent) and Amersham 
International (76 per cent). 

Takeoversjpok Hawker Sid 
deley, Dowty and Davy out oi 
the Top 100, while Philips 
Rank Xerox and ASW failed tc 
provide necessary data. 

* Statistics provided by Earn 
MacDonald. Inquiries to (071, 

873-4686. 

Gloomy 
reading 
sector 
by sector 

By David Dodweli, Work! 

Trade Editor 

AN EXAMINATION of leading 
exporters by sector makes 
gloomy reading. 

Indicative of the difficulties 
facing most UK exporters, the 
three construction companies 
in the Top 100 saw exports foil 
15.4 per cent, while general 
engineers reported an 11.7 per 
cent fall- Among these, Simon 
Engineering exports tumbled 
32 per cent, with APV down 
almost 29 per cent, Vickers 
down 23 per cent, and Siebe 
down 19 per cent - 

It was left to the Weir 
Group, with a 26 per cent gain, 
Vosper Thorneycroft (up 14 
per cent), and new entrant 
Dobson Park (up 35 per cent) 
to relieve an otherwise 
depressing picture. 

Among the largest sectors, 
the 13 chemicals companies 
placed in the Top 100 saw 
exports foil 1.3 per cent Da 
Pont Monsanto, BASF and 
Sobering reported foils of 10 
per cent or more, leaving 
Polaroid to stand alone, gain- 
ing 22.5 per cent 

Looking at the 13 companies 
in the motors sector, a 13.8 per 
cent sectoral improvement was 
gained solely because of the 



MOTOR INDUSTRY j 
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ScMg. 

1991 

compms 

1991 Bo 
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3 

Ford Motor 

2,78211 

13 

14 

Nissan 

681.7 

108.1 

16 

Vauxtal 

620.4 

247 2 

23 

Lucas 

383.0 

05 

25 

Peugeot Tabot 

365.1 

-20.1 

38 

T4W 

259.0 

0.8 

42 

Lsytand Dal 

244.0 

84 

92 

Cunmws UK 

2118 

-78 

60 

TAcheSn 

177.6 

-118 

66 

Goodyear 

153.7 

7.1 

64 

BBA 

1018 

ai 

31 

Rre# 

92.1 

-78 

92 

GKN 

91.0 

-42 


Total 

6.163.2 

132 



entry of Nissan and Vauxhall 
into the Top 100. By contrast 
Peugeot saw exports fall 20 
per cent with Michelin's for- 
eign sales falling ll per cent 

In the Pood and Drink sec- 
tor, eight companies reported 
an overall gain of 5 J3 per cent 
with the biggest gains by far 
coming from Nestle (up 16 per 
cent) and Grand Metropolitan 
(up lUi per cent). Among com- 
panies grouped In the Health 
and Household sector, the only 
strong performances came 
from Lilly (op 15.4 per cent), 
Roche (up 17 per cent), and 
Boots (up by almost 27 per 
cent). Marks and Spencer 
reported a 26 per cent rise. 

While BP and Shell saw foils 
in their export performance, 
other oil companies performed 
well. Esso's exports rose by 42 
per cent while Texaco boosted 
overseas sales 25 per cent and 
Mobil 21 per cent Among the 
“miscellaneous'* stars, British 
Nuclear Fuels boosted exports 
50 per cent; BAT Industries 
reported a 31 per cent rise; 
Thorn EMI, rose 23 per cent 


Shipowners face higher 
insurance premiums 


By Richard tapper 

INTERNATIONAL shipowners 
can expect to pay increased 
insurance premiums next year, 
as the industry struggles to 
keep pace with rising claims. 

The UK P&I Club, one of the 
world's biggest marine insur- 
ers. which insures the liabili- 
ties of over a quarter of the 
world's fleets, said yestetday .it 
expected premiums to increase 
on average by 15 per cent in. 
1993 compared with a 20 to 25 
per cent increase this year. 

The Club, which is owned by 
the 800 fleets whose insurance 
it provides, has also warned its 
members that it may be forced 
to place a limit on the level of 
insurance cover it offers, 
although this would only occur 
if the world’s 15 other P&I 
clubs agreed to follow suit. 

The UK Club insures the lia- 
bilities of more than 800 fleets 
including such household 
names as Shell, BP, Chevron, 
Hapag Lloyd, Mitsui and Seal- 


and. It covers such risks as pol- 
lution, damage to other ships 
and marine installations and 
bodily injury to passengers and 
crew. Traditionally this level of 
cover has been unlimited. 

Lloyd’s of London and a 
number of European and US 
companies provide an entirely 
separate market for the insur- 
ance of marine bulls and 
machinery. But Mr Stephen 
James, director of Thomas 
Miller P&I, which manages the 
UK Club, said increases were 
less than he had feared at the 
beginning of the year. 

“Claims are beginning to 
level off mainly because of the 
slowdown in the shipping 
Industry. said Mr James. 
“Claims are continuing to rise 
bat not at the same alarming 
rate as in recent years.” 

The club expects overall 
claims from 1991 to total $382m 
<£234^m). Claims have risen 
steadily during the 1980s, top- 
ping $420m in 1990, the worst 
year in the club's history. Oil 


spills, especially in the US, 
have been a particular cause 
for concern. Clean-up costs 
after the Exxon Valdez tanker 
accident in Alaska in 1989 
amounted to over $2bn. 
although the P&I clubs were 
able to offset the bulk of claims 
through reinsurance. 

Insurance premiums, which 
can account typically for about 
5-10 per cent of a fleet's costs, 
have risen at a rate averaging 
3 per cent above inflation over 
the last decade. Premiums for 
P&I cover were now generally 
higher than those for hull and 
machinery. Insurance repre- 
sents the biggest item of expen- 
diture after fuel. 

UK P&I Club is also stepping 
up its efforts to improve tbe 
quality of management on 
board ships to reduce accidents 
and potential claims. A num- 
ber of club members have been 
expelled because their safety 
and management standards 
have failed to measure up. 



RISING TIDE: shipping insurance premiums are on the way up 


Credit agencies’ 
deficit tops $50bn 


By David Dodweli, 

World Trade Editor 

THE accumulated deficit of the 
world’s leading export credit 
agencies passed $50ba (£30.6bn) 
in 1991, according to the Berne 
Union, which represents the 
world's top 41 agencies. 

A total of 49 countries foiled 
to meet folly their repayment 
obligations under debt 
restructuring arrangements, 
up from 46 in 1990, the union 
revealed at the end of its latest 
annual meeting. This was “a 
matter of continuing concern”, 
Mr Ragnar Sohiman, Berne 
Union president, said In a 
statement that provided data 
on the agencies’ accumulated 
deficits for the first time. 

The “adverse payments di- 
mate” continued in 1991, 
resulting in claims from 
exporters rising to $l3bn, and 
recoveries from defaulting buy- 
ers foiling to S3 .9 bn. A union 
official refused to unveil com- 
parative figures for 1990, but 
said the total for recoveries 
was only marginally lower 
than 1990. 

Confirmation that the com- 
bined cumulative deficit of 
export insurers continues to 
rise is likely to increase pres- 
sure on agencies to enforce 
more rigorous risk-assessment 


methods, and in some cases to 
raise export credit premiums. 

Mr Sohiman said the 41 
export credit agencies, from a 
total of 33 countries, under- 
wrote $340bn in new business 
in 1991, 33 per cent up on 1990. 
As in previous years, 80 per 
cent of this was for commodi- 
ties. raw materials and con 
sumer goods sold on short-term 
credit terms, normally repaid 
within six months. 

Total exposure undo* insur- 
ance and direct lending pro- 
grammes amounted to $459bn, 
op 6 per cent from 1990 after 
carrency fluctuations have 
been taken into account 

“The recovery of debts from 
countries in course of frag- 
menting pose additional prob- 
lems," Mr Sohiman said: “So 
do the softer terms, involving 
the write-off of part of the 
debts of the poorest countries, 
agreed in the Paris Club (of 
leading creditor nations)." 

Of the union's 41 members, 
20 provide insurance against 
political risks linked with 
investing overseas. New under- 
writing for foreign investments 
amounted to $42tt>n In 1991, up 
from just over $3bn in 1990. 
Cumulative underwriting for 
investment insurance 
amounted to $19.3bn, a 12.5 per 
cent increase on 1990. 


Spain offers Algeria 
$lbn export credits 


By Francis Ghiles 

SPAIN is to extend $lbn worth 
of export credits to Algeria in 
1992-93. The agreement follows 
tbe visit to Algiers last week of 
Mr Javier Solana. Spanish for- 
eign minister , the first by an 
EC foreign minister since 
Algeria's electoral process was 
suspended last January. 

Each $500m package will 
include two 5150m short-term 
loans with maturities of 18 and 
24 months, and one medium- 


term loan. The short-term 
moneys will cover Algerian 
purchases of essential goods, 
not least of them food, the 
other loan will help fond lon- 
ger-term projects. 

Spain's exports to Algeria 
were worth S650m last year 
and are expected to be slightly 
higher in 1992. With the build- 
ing of a new gas pipeline to 
Spain, Spanish purchases of 
Algerian natural gas are set to 
treble to about iobn cubic 
metres by the late 1990s. 


Argentine 
minister 
for talks 
in Brazil 


ARGENTINA'S economy 
minister, Mr Domingo Ca valla, 
is to fly to Brazil tomorrow to 
discuss ways of overcoming 
his country's widening trade 
deficit with Brazil, John Bar- 
ham reports from Buenos 
Aires. Mr Cavallo is stopping 
over on his way to Europe. 

He will meet Brazil’s 
finance, planning and trade 
and industry ministers. Brazil, 
Argentina's largest trading 
partner, had a $900m surplus 
with Argentina in the first 
eight months of the year. 

US-Mexico row 

The US and Mexico yesterday 
asked Gait's anti-dumping 
committee to postpone consid- 
eration of an independent 
panel ruling against US anti- 
dumping duties on Mexican 
cement, Frances Williams 
reports from Geneva. 

The panel ruled in July that 
the US had foiled to comply 
with the procedures laid down 
in Gatt’s anti-dumping code, 
making it liable to return mil- 
lions of dollars in anti-dump- 
ing duties on Mexican cement 
producers. 

The two sides are holding 
talks on how to settle the mat- 
ter, and asked for a month’s 
grace before the panel report 
conies before the committee 
for decision. 

China taste test 

Mass market consumer 
research in C hina is to be 
given a boost, with the set- 
ting-up of a new joint venture 
company, thought to be the 
first of its kind, to be called 
Survey Research Group 
(Guangzhou), Gary Mead 
writes. The venture will focus 
an developing consumer 
research in Chinese cities as a 
means of helping companies 
and advertising agencies 
understand Chinese taste. 


Scottish bus group’s Asia deal 


By James Buxton, Scottish 
Correspondent 

WALTER Alexander, the 
Scottish-based bus builder, 
yesterday announced £15m 
worth of orders for double- 
deck buses from Singapore 
and Hong Kong. 

The orders confirm a recov- 
ery for the company which In 
mid-1991 had to put many of 
its staff on a three-day weds 
and was forced to make others 
redundant 

Walter Alexander will sup- 
ply 85 air-conditioned double- 
deck buses to Citybus in Hong 
Kong, and provide 200 double- 
deck bos kits for assembly in 
Singapore- 

The orders, which will be 
completed in October 1993, 
mean that exports at present 
account for some SO per cent 


of Walter Alexander’s order 
book. 

This year it has exported 
more t ha n 140 buses to foreign 
customers and is building Peo- 
plemovers for Honolulu Inter- 
national airport Hawaii, hav- 
ing supplied similar vehicles 
for Atlanta and Miami. 

Mr Ian Galloway, chief exec- 
utive, said that partly because 
of overseas orders, Walter 
Alexander is now having to 
work overtime at Us plant at 
Falkirk where it employs 610 
people. It also employs 154 
people in Belfast 

The company recently 
recruited 100 people in Falkirk 
and is now constrained by the 
number of skilled coachbuild- 
ers it can find. It is taking on 
30-40 extra people in Belfast 

It expects to deliver between 
£32m and £33m of buses this 


year, and expects sales to 
reach £45m next year, of 
which £36m have already been 
ordered. 

Mr Galloway said that the 
domestic market in the UK 
was showing some signs of 
recovery, although bus opera- 
tore were ordering fewer than 
half the 2,000 buses they 
needed to order each year to 
upgrade their fleets. 

.JJ® “mpany had been 
helped by the closure last win- 
ter of some of the bus-making 
capacity of its UK rivals. 

In April, Mr Galloway led a 

1 5^ age ? ent baa™* of 
Water Alexander from Spot- 

5™' " C0 ” pan * formed in 
1990 by the finance company 

Alexander group, 

IS? tben quoted on the 
stock exchange. 
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NEWS: INTERNATIONAL 


HR shares fall 
as Chinese 
pressure rises 


By Simon Holberton 
In Hong Kong 

HONG KONG'S influential 
financial community yesterday 
reacted nervously to the war of 
words between China's rulers 
and Mr Chris' Patten, the colo- 
ny’s governor, about his plans 
ter Hong Kong's political devel- 
opment. 

Share prices on the Hong 
Kong stock exchange ended 
sharply lower, with the Hang 
Seng Index closing 200.07 
points, or 3.19 per cent, down 
at 6.062.47. The fall reversed 
much of the gains made during 
the past two weeks. 

Mr Patten's plans for greater 
democracy, which were 
unveiled on October 7, have so 
far gained widespread public 
support. 

But there was evidence yes- 
terday that the financial com- 
munity was either opposed to 
his plans or felt they had little 
chance of success in the face of 
concerted opposition from Bei- 
jing. 

One senior merchant banker 
said: “He has not been here 
long enough to understand the 
nuances in Hong Kong: 1 think 
the governor has painted him- 
self into a comer and is overes- 
timating public opinion." 

China has said it will reverse 
any changes Mr Patten makes 
to Hong Kong’s political struc- 
ture if he fails to agree them 
first with Beijing. It has also 
put effective halt to. the colo- 
ny's plans to build a multi- 
billion dollar airport and 
related projects by threatening 
to renege on loans raised 
which span 1997 and to dishon- 
our contracts. 

Mr Anthony Belligan, of Per- 
egrine Securities, said: "Mr 
Patten has to make up his 
mind whether he wants to go 
for more democracy at the 
expense of the airport. I think 
the financial community would 
rather see bricks and mortar 
rather than promises about 


political development which 
might be changed in the 
future," 

Investor confidence is one of 
the most fragile qualities in 
Hong Kong and has. In the 
past, been temporarily stut- 
tered by rows between London 
and Beijing. The maintenance 
of such confidence is crucial to 
the success of Mr Patten's 
plans. 

Many analysts also doubted 
whether Mr Patten could 
retain public support if the eco- 
nomic outlook became clouded. 
Analysts said that if Hong 
Kong’s people faced the choice 
of more democracy and an 
uncertain future, or less 
democracy but the ability to 
make money they would chose 
the latter. 

“This is definitely the end 
game being played out now,” 
said one head of research at a 
local brokerage. "China wants 
to emasculate Mr Patten. In a 
way, it is a compliment to the 
amount of public support be 
has been able to amass.” 

China's hardline position 
was reinforced yesterday by 
Premier Li Peng, who repeated 
Beijing’s opposition to Mr Pat- 
ten’s plans. Li, In a meeting 
with a British trade delegation, 
threw his own political weight 
behind the Chinese threats. 

“The comments made by for- 
eign minister Qian Qichen and 
director Lu Ping [of Beijing's 
Hong Kong and Macau Affairs 
Office] represent the position 
of the Chinese government, 
Chinese state television quoted 
Li as saying. 

During Mr Patten’s visit last 
week, no meeting was 
arranged with Li, effectively a 
sharp diplomatic snub. 

An aide to the governor said 
last night that Mr Patten 
intended to push ahead with 
his proposals. In the absence of 
any credible alternatives from 
China the proposals would be 
put to the local legislature in 
the New Year. 


China puts markets 
strategy in 



CHINA'S cabinet has set up a 
watchdog agency beaded by 
Zhu Rongji, who is in charge 
of economic policy, to monitor 
the country’s growth in securi- 
ties business, according to the 
official media, Reuter reports 
from Beijing. 

The cabinet will oversee 
another new group, the China 
Securities Supervision and 
Administration Committee, in 
setting day-to-day policy for 
the securities industry. 

Zhu, appointed to the Stand- 
ing Committee of the Commu- 
nist party’s politburo this 
month, laid the groundwork 
for the Shanghai stock market 
as the city's mayor in the mid- 
1980s. 

The Supervision and Admin- 
istration Committee will be 
chaired by Liu flongrn, a for- 
mer central bank vice-presi- 
dent and now viceminister of 
the State Commission for 
Restructuring the Economy. 

The dual committees are the 
final piece in Beijing’s plan to 
spread its experiment with 
financial markets across the 
country- Three new state-con- 
trolled brokerages are opera- 
tional and a national system 


for securities trading is taking 
shape. 

“[The government! is mak 
tag great efforts to be a fair 
judge and will unify and co-or- 
dinate related policies con- 
cerning shares and state trea- 
sury bonds to protect the 
interest of the broad masses of 
investors." the Xinhua news 
agency said. 

Since China officially estab- 
lished its two stock markets in 
Shanghai and Shenzhen in 
1990, securities policy has 
been handled by the People's 
Bank of China, the central 
bank. 

A lack of coherent policy 
and poor supervision became 
apparent last August, when a 
botched issue of share applica- 
tion forms provoked rioting in 
Shenzhen. The riots, fanned by 
allegations of official corrup- 
tion and insider dealing, shook 
planners in Beijing and raised 
the threat of wider social 
unrest 

The official securities watch- 
dog joins the three newly-es- 
tablished national securities 
companies as part of Beijing’s 
strategy for keeping control 
over the markets. 
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LDP wriggles on the hook of political reform 

Robert Thomson talks to an opposition MP who does not want to be a politician like the others 


F ROM atop a truck in 
Tokyo's more fashion- 
able shopping districts, 
Ms Yuriko Koike has been 
damning with lavish praise the 
disgraced godfather of Japa- 
nese politics, Mr Shin Kane- 
maru, whom she lauds for 
"valuable contributions'* to 
reform of a scandal-tainted 
political system. 

Ms Koike, a TV commentator 
turned politician, is the star of 
the Japan New party, formed 
before a recent upper house 
election and rewarded with 
four seats for its 
middle-or-tbe-road opposition 
to excesses of the ruling lib- 
eral Democratic party (LDP). 

The resignation of Mr Kane- 
maru and the factional farce 
over the selection of a succes- 
sor have provided Ms Koike 
with an attentive audience for 
her homegoroshi, or praising to 
death. She has praised the god- 
father for generosity in 
distributing an illegal YSOOm 
(£2. 42m) donation to 60 LDP 
colleagues and thanked him 
profusely for stirring enough 
public anger to put political 
reform back on the agenda. 

“It is all a rather cheap 
drama. The longer the faction 
fight goes on, the more ridicu- 
lous it seems. It reminds me of 
a sinking boat on which the 
passengers and crew are argu- 
ing over who should be the 


□ext captain,” Ms Koike 
explained, in between mouth- 
fuls of noodles in the parlia- 
mentarians* canteen. 

Faction-fighting continued 
yesterday, as supporters of Mr 
Keizo Obucht, chosen to 
replace Mr Kanemaru at the 
helm of the LDP’s largest fac- 
tion, continued a whisper cam- 
paign aimed at undermining 
the authority of his opponent, 
Mr Ichiro Ozawa, who still has 
the support of a majority of the 
faction's members. 

The inability of the largest 
opposition party, the Social 
Democratic party of Japan, to 
score political points has 
allowed the Japan New party 
to lift its profile by tapping 
into popular discontent with 
the apparently unchanging 
ways of the ruling party and 
its five fractious factions. 

As a recently elected parlia- 
mentarian, Ms Koike is still 
enthusiastically pushing at the 
apparently immovable Japa- 
nese political hierarchy. But 
she does not have much faith 
in the LDP’s public embrace of 
"political reform", which sur- 
faces e ach time the party f ac *» s 
one of its periodic crises. 

"I am very pessimistic. We 
are the lawmakers, but look at 
the laws we have made,” she 
said referring to the meagre 
Y200.000 fine imposed on Mr 
Kanemaru for illegally receiv- 



Morihiro Hosokawa, leader of the Japan New party, with Yuriko 
Koike: prodding at the apparently immovable political hierarchy 


tag Y500m. “It’s easy to say we 
should have a redistribution of 
seats, and then argue over an 
increase of four seats here and 
a decrease of four seats there, 
hut this is a teriinlrail thing 
and has nothing to do with the 
philosophy.” 

If Japanese politics were run 


by Koike rules, the first change 
would be made to parliamen- 
tary debate. She complains 
there is "no debate” in Japa- 
nese politics, and that opposi- 
tion parties are restricted 
because they can only ask pre- 
arranged questions and not 
outline policy alternatives. She 


saicLTarliament should be a 
place of debate, but now it is 
like kobuki (the Japanese tra- 
ditional theatre). Sometimes a 
mini ster will say, ‘Oh, this 
question is too important for 
me to answer, TU ask the 
bureaucrat to speak.’ It is a 
farce," 

Her own public perfor- 
mances are coloured by a feel- 
ing for the theatrical, a sense 
acquired during 14 years of 
television work. As anchor- 
person at a popular current 
affairs programme called 
“World Business Satellite.” Ms 
Koike, 40,' was frequently pro- 
filed in the Japanese press as 
the thoroughly modern 
woman, trilingual and single. 

She speaks English and Ara- 
bic, a skill which got her 
noticed after an interview with 
Mr Yasslr Arafat, the Palestine 
liberation Organisation leader, 
in which she did her own Iive- 
to-air interpreting. Her father, 
an oil man, worked in the Mid- 
dle East and she stayed on to 
complete a degree in sociology 
at Cairo University and to 
write “Climbing the Pyramids 
in a kimono”, an account of 
her experiences. 

“I remember in the early 
1970s at the time of the first off 
shock that the Japanese politi- 
cians who came to the Middle 
East had no understanding of 
the politics in the region. For 


20 years I had seen the same 
problem, and 1 decided to do 
something about it, to use my 
profile to create momentum for 
change.” 

Ms Koike is not exactly sure 
how the electoral system 
should be changed. Her 
recently born party is still 
drafting a proposal but she is 
certain that the present system 
does not properly represent the 
aspirations of Japanese voters. 

On political funding, her pol- 
icy is already decided. The 
present limit on corporate 
donations to individual politi- 
cian is Yl-5m, which she wants 
reduced to Y100.000. while 
transgressors would, be subject 
to a maximum penalty of Y3m 
and a jail sentence. 

"It is best to send violators 
to jaiL We also have to make 
the system more transparent. 
Politicians have so many sup- 
port groups and study groups, 
so many pockets, that it is dif- 
ficult to know where all the 
money is going. We should 
limit the number of pockets, 
two pockets per politician.” 

Ms Koike likes standing atop 
trucks praising her political 
opponents but she does not 
intend to stay on beyond her 
present six-year term: "1 don’t 
really want to be a politician 
like the others. 1 am interested 
in changing the system, not in 
becoming a part of it” 
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busy with the day to day running to gain an adequate perspec- 
tive on their own future development. Yet reliable, impartial 
advice on reconstructions and buy-outs, on strategic invest- 
ment or disinvestment and other issues of long-renn corporate 
significance are always critically important. 

The answer is to talk to ABN AMRO Bank. Our Corpo- 
rate Finance specialists are familiar with taking a business 
perspective from a banking point of view, so you benefit from 
objective, independent advice. They keep up to date on indus- 


try wide developments with implications both long and short- 
term. They can call on their colleagues in Venture Capital and 
Origination as well as in local branches in 53 countries around 
the world for implementation. By inclination and experience, 
they understand the big picture. 

Talk to the bank which knows how businessmen think. 
Though we certainly understand money, we also understand the 
significance of the big idea. 

INTEGRATED INVESTMENT BANKING. 
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Japanese 
warning 
on surplus 

JAPAN’S trade surplus, which 
grew to a record in the first 
half of this fiscal year, will 
remain high until demand for 
imports recovers strongly, a 
government report said, Renter 
reports from Tokyo. 

The Economic Planning 
Agency (EPA) said the struc- 
ture of Japanese exports had 
changed from the early 1980s 
In a way that nearly guaran- 
teed that their value would 
remain at current high levels. 

“In order to curb the trade 
surplus, we need to increase 
domestic demand, which the 
government’s economic pack- 
age announced late August 
will help stimulate” Mr Sho- 
ichi Ojima, the EPA official in 
charge of the report, told 
reporters. 

Taiwan job losses 

Taiwan's stale-owned Chinese 
Petroleum Corp (CPC) plans to 
cut its workforce by a quarter, 
or about 5,000 employees, to 
prepare for competition from 
the private sector, press 
reports said, Renter reports 
from Taipei. 

CPC, which will lose its 
monopoly on oil imports and 
processing in the mid-1990s, is 
quoted as saying it hopes to 
avoid forced lay-offs. 

EC-Asean talks 

European Community foreign 
ministers meet their counter- 
parts from the Association of 
South-East Asian Nations 
(Asean) in Manila on Friday, 
Renter reports from Manila. 
Human rights concerns, which 
have blocked a new economic 
co-operation agreement 
between the EC and A sean, 
will be high on the agenda. 

Investment plea 

The Asian Bankers’ Associa- 
tion said at its annual meeting 
yesterday attended by some 
200 delegates from 2S Asian 
and Pacific nations that the 
private sector should take on a 
greater burden ot investment 
to enhance Asia's infrastruc- 
ture and to sustain growth, 
AP-DJ reports from Seoul. 


Kidnap gangs hold Philippines economy to ransom 

Manila’s cam paign to attract new foreign investors is being undermined by a law and order crisis, writes Jose Galang 


P hilippine officials are 
finding out that improv- 
ing the country’s econ- 
omy and taming the political 
opposition are not enough in 
attracting more foreign invest- 
ment. Efforts are being sty- 
mied by a rash of kidnap-fbr- 
ransom incidents involving 
rich businessmen and their 
relatives. 

Most of the victims have 
been Manila-based business- 
men of Chinese descent, along 
with a number of Americans 
and Japanese, and other expa- 
triates in Mindanao in tile 
southern Philippines. Worried 
Chinese-Filipino traders have 
taken defensive measures, and 
some families are packing up 
and taking their assets 
elsewhere. 

If security for businessmen is 
not improved and the kidnap- 
ping gangs dismantled, the 
effect could be disastrous. The 
increasing lawlessness, accord- 
ing to analysts, could be disas- 
trous for the government's 
campaign to woo new invest- 
ments, deemed essential in 
perking up an economy that in 
the first half of this year was 
stagnant 

The Philippines had failed to 
cash in on the surge in foreign 
investment flows into South- 
East Asia in the late 1980s, 
owing to the repeated coup 


attempts at the time that por- 
trayed instability in the coun- 
try. Missing the boat again 
could permanently cripple 
Manila’s attempt to catch up 
with its fast-growing neigh- 
bours. 

After the peaceful elections 
and orderly transfer of power 
some five months ago, there 
has been a steady stream of 
trade and investment missions 
visiting Manila, including Chi- 
nese companies based in 
Taiwan, Singapore, and Hong' 
Kong. However, the investors’ 
safety has persistently sur- 
faced as a serious concern. 

The government of Mr Fidel 
Ramos, who on October 8 com- 
pleted his first 100 days in 
office as president, is aiming 
for an annual average of $2£bn 
of investment over the six 
years to 1938, during which it 
hopes to record average eco- 
nomic growth of 8 per cent a 
year. 

At one local business presen- 
tation recently conducted b; 
Mr Rizalino Navarro, the trade 
and industry secretary, the 
audience of foreign diplomats 
based in Manila asked mainly 
about specific government 
measures that would ensure 
the safety of Investors. 

In the first eight months of 
this year, a total of 29 kidnap- 
pings were reported to the 



President Ramos: has declared war on the criminal syndicates 


police, most of them ending 
with the victims’ families pay- 
ing up millions of pesos to the 
kidnap syndicates. No arrests 
have been reported and the 
cases have remained unsolved. 

The number of cases 
reported was double that in the 
same period three years ago, 
according to an official report 
Among the latest nnreported 
cases, according to a group of 
Chinese-Filipino professionals, 
were the kidnappings of 22 of 


their group over August- 
September alone, and which 
reportedly involved pay-offs of 
some 50m pesos ($2Jm) to the 
lriHrmp gang* Karfy this year, 
the Senate defence committee 
reported that in 1991 there 
were' about 50 kidnap-for-ran- 
som cases, most of which had 
been nnreported owing to the 
victims* fears of further harm. 
The kidnappers “earned” a 
total of up to 300m pesos 
Cn&5m) in these activities, the 


report said. Surge of the pay- 
ments were reportedly made 
abroad. 

A serious stumbling block 
towards solving the problem is 
the suspected involvement of 
police and military officers in 
the lucrative" kidnappings. 

On the other band, the newly 
organised Presidential Anti- 
Crime Commission (PACC), 
supposedly a •‘super-body" 
against lawlessness and 
headed by Mr Joseph Estrada, 
the vice-president, had been 
Ttturagh-nng 1 by inadequate fin- 
ancing and alleged “leaks” in 
Us operations. 

Mr Estrada was thought to 
have gained an important 
breakthrough last month with 
the arrest Of two senior police 
officers, one directly in charge 
of anti-kidnapping operations. 
A third police officer had 
admitted to Mr Estrada his 
involvement in kidnappings 
allegedly planned by the senior 
officers, and has turned state 
witness in the court cases 
against the two. 

The PACC has also made 
some arrests in recent weeks of 
ail pg prf kidnap gan g members. 
However, the arrests represent 
a small proportion of a 
reported total of some 40 kid- 
nap gangs operating In metro- 
politan Magda alone. 

Confidence in the govern- 


ment's drive has also been 
tarnished by the recent “con- 
fession” by an arrested gang 
leader of the alleged involve- 
ment of some “10 generals In 
the police and military in his 
group's activities”. This was 
-hastily retracted. 

The police Involved with the 
kidnappers reportedly have 
connections in the local Chi- 
nese community, along with 
suspected members of Chinese 
organised crime syndicates 
operating in Hong Kong and 
Taiwan. It is alleged they iden- 
tify prospective targets for kid- 
napping operations. Successful 
entrepreneurs active In the 
community as leaders are also 
coming under suspicion. 

The kidnapping syndicates 
are -so sophisticated that some 
ransom notes are said to be 
accompanied by photocopies of 
the victim’s bank statements. 
Yesterday police released a list 
of the 12 “most-wanted crimi- 
nals’’ which included a number 
of alleged kidnap gang leaders. 
On the list were Chinese- 
FHipinos said. to be the kidnap 
syndicates' connections in the 
Chinese community. Big 
rewards were offered for their 
arrest The PACC's image was 
badly tarnished when a gang 
in late August kidnapped a 
Manila businessman’s son, a 
godson of Mr Estrada. The fam- 


ily refused to cooperate with 
the police for fear of jeopardis- 
ing the boy’s safety and alter 
several days paid a reported 
25m pesos (SL04m). 

Last month two teenage sons 
of Chinese-Filipino merchants 
were killed even after the pay- 
ment of a ransom of 4.7m 
pesos. 

These incidents have caused 
anger and outrage in the Chi- 
nese-Filipino community. How- 
ever, government officials 
apparently .have succeeded in 
talking leaders of ethnic Chi- 
nese businessmen out of plans 
to set up vigilante forces 
manned by foreign merce- 
naries. 

Mr Ramos may also have 
contributed to the anxiety by 
declaring that he was “not sat- 
isfied” with the performance of 
the PACC, which prompted an 
offer by Mr Estrada to resign. 
Mr Ramos quickly reiterated 
full confidence in bis anti- 
crime leader, and ordered 
immediate financing for the 
PACC, including protection for 
witnesses. Mr Ramos, a former 
general who headed the Philip- 
pine Constabulary has also 
declared an “all-out war” 
against the kidnap syndicates. 

The outcome of that war will 
go a long way to determining 
the shape of the country's 
economy in the coming years. 


Outside world intrudes on Brunei’s ‘haven of peace’ 


GOVERNMENT literature describes 
Brunei as a “haven of peace” In a 
troubled world and Sultan Hassanal 
Bolkiah, the absolute monarch, 
prime minister and minister of 
defence, is, according to the same 
sources, a wise, just and beneficent 
ruler. 

Revenues Dram oil and gas give 
Brunei’s 270JKW people a per capita 
income of $25,000 - one of the High- 
est levels In the world. When the 
hydrocarbons run out then there’s 
always the money from Brunei’s 
estimated $35bn worth of worldwide 
investments. But per capita income 
statistics can be misleading and 
there are many in Brunei who have 
to struggle to make a living. Away 
from the official literature, there 
are indications that all is not rosy 
In paradise. 

On one hand Brunei, a country of 
under 6,000 sq km on the west coast 


of the island of Borneo, strives to be 
a developed, modern nation. On the 
other Us rulers want to preserve 
and perpetuate a system which, to 
most observers, seems to belong to 
another age. 

In the 15th and 16th centuries 
Brunei was a considerable power in 
the region, with influence through- 
out the island of Borneo and the 
Philippines. In lata year? Brunei 
became a British protectorate. Full 
independence from Britain came 
only in 1984. 

Recently, lavish celebrations 
marked the Sultan's 25 years on the 
throne. The Sultan, still only in his 
mid40s and widely believed to be 
the world’s. richest Individual, says 
there will be no change In Brunei's 
monarchical system of government 

There are no political parties in 
Brunei and the last elections were 
held more than SO years ago. A state 


Kieran Cooke reports on why all is not rosy 
in paradise despite per capita income of $25,000 


of emergency has been In force since 
an uprising in 1962 was put down 
by British troops. 

The Sultan and his family hold 
the key positions, of power. One 
brother is minister of foreign 
affairs, another Is minister of 
finance. In addition the Sultan's 
family control a large slice of the 
economy. Brunei is a very secretive 
society so It is impossible to ascer- 
tain whether there is any real dis- 
tinction between the state wealth 
and that of toe Sultan. 

Beneath the Sultan and ids family 
is a vast bureaucracy which 
employs nearly half the country’s 
working population. It is difficult to 


gauge either the Sultan's or the gov- 
ernment’s popularity. Long-term 
residents say any dissent is care- 
fully monitored. A cumber of people 
imprisoned without trial since the 
uprising of 1962 were only released 
after nearly 26 years in jafl. 

The legitimacy of the monarchy 
and of government is emphasised 
through a doctrine or philosophy 
known as Melayu Islam Be raja 
(MiB) or Malay, Islam and Monar- 
chy. 'Hie MEB has, in recent years, 
been devated'to govern all aspects 
. of life In tiie country. 

The win? of MTR — now a compul- 
sory subject both at school and uni- 
versity - is “to foster a national 


identity and an awareness of Bru- 
neian values, customs and tradi- 
tions.” 

Critics say some parts of Brunei’s 
history are being rewrit te n to con- 
form to M1B - The ritual and eti- 
quette surrounding the Saltan have 
become more intricate and mysteri- 
ous. The Sultan himself has given 
up, in public at least, some of the 
more lavish aspects of his lifestyle 
and become more conservative. 

“The government Is trying to 
more or less invent some general 
Brunei identity,” says one Bruneian. 
“At the centre of this Is Islam, 
which mwaiM any non-Moslems are 
excluded.” 

Brunei has become noticeably 
more Islamic. Buddhist temples 
have been closed and Moslem princi- 
pals have been appointed to mission 
schools. Expatriate preachers and 
priests who had lived for several 


years in Brunei have been told to 
leave. Islamic scholars returned 
from studies in Cairo and elsewhere 
in the Middle East form a poten- 
tially powerful group in govern- 
ment As elsewhere South-East 
Asia, the Chinese control much of 
the commercial life of Brunei. Some 
have grown very rich. But the Chi- 
nese face an increasing array of 
restrictions. 

Nearly 70 per cent of the popula- 
tion is under 30 years of age. The 
government is dearly worried about 
Increasing unemployment 

Despite the emphasis on national 
identity, the outside world is intrud- 
ing. There are Bruneians who want 
some say in the running of their 
country. A more educated genera- 
tion is becoming informed abont 
their rulers and life abroad. Soon 
they might wonder if they are living 
in the best of all possible worlds. 
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For years, only Rank Xerox 
customers have known of our 

relentless pursuit of quality. 
Now the secret is out. 





The European 
Quality Award 
1992 . 
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quality of the products and services that we offer our customers. 

This year The European Foundation for Quality Management presented its first 
prize for quality - The European Quality Award. 
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Israel attacks Extremists’ knife enters near Egypt’s heart 

-i y | _ Tony W alker and Michael Skapinker on the threat to tourism from the recent attacks on foreigners 
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By Judy Maltz in Jerusalem 
and Lara Marlowe in Beirut 

ISRAELI aircraft and artillery 
bombarded Shia Moslem vil- 
lages in southern Lebanon yes- 
terday in retaliation for a 
guerrilla attack at the week- 
end In which five soldiers were 
killed and another five 
wounded. 

Israel also deployed substan- 
tial military reinforcements in 
its occupied zone inside Leba- 
non, where the attack by Ira- 
nian-backed Hizbollah forces 
occurred. 

The shelling by Israel and 
Its South Lebanon Army (SLA) 
militia allies extended across 
almost the width of Lebanon, 
From the Mediterranean in the 
west to the lower Bekaa Valley 
in the east. A UN source said 
200 shells exploded in just one 
hour around the market town 
of Nabatiyeh and in the Bekaa. 

Israeli helicopter gunships 
raided two villages, including 
Kfar Tibnft a staging ground 
for Iranian-backed Hizbollah 
guerrillas. 

At least eight Lebanese civil- 
ians were reported wounded. 


Lebanese-based guerrillas also 
Qred rockets into Israel's self 
proclaimed security zone in 
the southern part of the terri- 
tory. 

Prime Minister Yitzhak 
Rabin, addressing the opening 
winter session of the parlia- 
ment, held both Syria and the 
Lebanese movements responsi- 
ble for the attacks. 

“It’s bard to understand how 
they (Syria) on the one hand, 
are involved In negotiations 
with us, and on the other 
hand, permit this kind of 
action,” said Mr Rabin. Gen- 
eral Eirad Barak, chief of staff 
of the Israeli army, said Israel 
would continue to fight the 
guerrillas and would “exact a 
high price” for the Hizbollah 
stisck* 

Syria maintains 40,000 
troops in Lebanon and most of 
Hizbollah’s material and 
nnuneiai assistance from Iran 
passes through Syria. 

The Lebanese and Syrian 
governments have refused to 
disarm Hizbollah on the 
grounds that it was a “resis- 
tance movement” fighting 
Israeli occupation. 


L AST MONTH Mr Fouad 
Sultan, Egypt's tourism 
minister, boasted that 
the country had “the least ter- 
rorism of all the countries of 

the world " and that “eveiy- 

thing is under control”. 

Mr Sultan, regarded as one 
of the better performers of a 
generally lacklustre Egyptian 
administration, could be 
excused for wondering whether 
he might not have erred by 
tempting fate. 

A sudden rash of Islamic 
extremist violence against 
tourists Is endangering the 
country's multi-billion dollar 
tourism industry at a time 
when it was achieving spectac- 
ular growth rates and new 
investment was pouring into 
the sector. 

The slaying last Wednesday 
of a British tourist south of 
Cairo and the s tahbin g s at the 
weekend of Russian visitors to 
Port Said at the entrance to the 
Suez Canal have cast a pall 
over an industry that had been 
reaping tremendous rewards 
since the end of the Gulf war. 

Together with concern 
engendered , by the Cairo earth- 
quake which killed up to 600 
people (none of them tourists) 
these latest Incidents have 
drawn unwelcome attention to 
the possible dangers of Third 
World travel, especially In a 
country where Islamic extrem- 


ism is on the rise. 

Tour operators and large 
hotels contacted in Cairo yes- 
terday said they were experien- 
cing cancellations among both 
individuals and, more worry- 
ingiy. tour groups - the lifeb- 
lood of the industry. 

The Cairo Marriott said that 
tour operators were reporting 
that group numbers would be 
down by as much as 20 per 
cent. Italian groups - tourism 
from Italy has been booming 
- were prominent among 
those notifying cancellations. 

Foreign embassy in Cairo, 
sensitive to the importance of 
tourism to the hard-pressed 
Egyptian economy, have been 
guarded in their comments on 
dangers to visitors, but most 
western missions have felt 
obliged, in response to inqui- 
ries, to point out the risks 

In London, Thomson, the 
UK’s biggest travel company, 
said it saw no reason at the 
moment to be concerned about 
future bookings or the safety of 
its 700 customers currently in 
Egypt. 

The company, which takes 
25,000 tourists to Egypt annu- 
ally, said: “These are isolated 
incidents, just as there was 
another bombing in London on 
Sunday night” Thomson said 
it had had “one or two" cancel- 
lations. 

Kuoni Travel, which carries 
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15,000 UK tourists to Egypt a 
year, it Had one cancella- 
tion last Friday. 

Mr Martin Thompson, man- 
aging director of Abercrombie 
& Kent Travel, an upmarket 
operator, said: “We believe that 
people should not go off the 
beaten track in Egypt.” The 
company, which takes 11,000 
tourists to Egypt each year 
from the UK, the US and Aus- 
tralia, said: “We’re keeping our 
ears close to the ground both 


here and in Cairo. But nobody 
in London has cancelled so 
far.” 

However. Egyptian tour 
operators fear a return of the 
gloomy Gulf war period and its 
aftermath during which Nile 
ferries sailed empty and hotel 
occupancy rates plummeted. 

With investment of more 
than USSlba planned for an 
Industry which is Egypt's big- 
gest foreign currency earner, 
apart from workers' remit- 
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tances, the stakes are high. A 
million Egyptians are esti- 
mated to derive their liveli- 
hood either directly or indi- 
rectly from the tourism sector, 
which contributes 6 per cent of 
gross domestic product 
Barring accidents, Mr Sultan 
had predicted that numbers of 
visitors would grow to 5m 
annually by financial year 
1994/%. This would represent a 
400 per cent increase in tourist 
numbers in a decade, and there 


remains scope for further 
growth. 

Hotel room capacity in Egypt 
has more than doubled since 
1985 to 53.000, barely keeping 
pace with demand. Another 
14.000 are under construction 
and there are plans for more. 

Businessmen with projects 
already under way are unlikely 
to be deflected by the recent 
troubles, but those planning to 
make commitments may 
pause; for whatever officials 
mi g ht say about internal sta- 
bility, there is increasing con- 
cern about a surge in ftmda- 
mentalist violence amid 
growing signs of disaffection 
with the established order. 

Unless, the authorities can 
find a way to neutralise 
Tsiamir* militants, prospects are 
for more rattier than less trou- 
ble. Ominously, extremists 
under the omhreUa of al-ga- 
ma’a at-lslamiya (literally, 
Islamic groups) appear to have 
decided to target visitors as a 
means of undermining the gov- 
ernment’s authority. 

Anonymous spokesmen 
have, since August, been 
threatening to strike at tour- 
ists and tourist installations. 
That they have now made good 
their threats suggests that a 
rudimentary network exists to 
carry out pin-prick attacks. 
The militan ts may have found 
the government's Achilles heel 


Cairo buildings 
collapse into street 


TWO four-storey buildings 
collapsed into the streets of 
central Cairo yesterday, wit- 
nesses said, Reuter reports 
from Cairo. 

It was not Immediately clear 
how many people were hurt 
Scores of young men struggled 
to move the rubble with their 
hands, the witnesses added. 

Women wailed and screamed 
at the site as ambulances 
and rescue teams fought 
their way through heaps 
of rubble and choking dust 


to evacuate casualties. 

Witnesses said an old build- 
ing had collapsed into a new 
one and they both fell onto the 
streets. 

“At least one badly injured 
person was taken away on a 
stretcher,” a Renter reporter 
said from the scene. 

It was Impossible to deter- 
mine whether the buildings 
collapsed because of the earth- 
quake which hit Egypt on 
October 12, killing 552 people 
and Injuring some 10,000. 


Dushanbe quiet 
after defeat of 
Nabiyev troops 


By Steve LeVIne In Moscow 

DUSHANBE, the capital of 
Tajikistan, was mostly quiet 
last night after the govern- 
ment, backed by units of the 
Russian army, defeated a 
two-day coup attempt by 
supporters of the former Com- 
munist president. 

The rebels left Dushanbe 
after the government of acting 
President Akbarshah Iskanda- 
rov promised that a special 
parliamentary session would 
decide whether Mr Rakhmon 
Nabiyev, who was ousted from 
office at gunpoint last month, 
should be reinstalled. There 
was no indication whether the 
promise would be kept 

More than 2,000 irregular 
troops patrolled the city last 
night. There was occasional 
gunfire. 

The coalition Tajik govern- 
ment of pro-Islamic and demo- 
cratic parties has fought forces 
loyal to former President Nabi- 
yev since May in battles that 
have killed more than 1,000 
people. The pro-Nabiyev forces 
possess substantial arms, 
including armoured vehicles, 
but analysts said they seemed 
unlikely to mount a new chal- 
lenge to the government soon. 

Part of the reason is a lack of 
leadership. Two of the three 
strongest rebel military leaders 


were either killed or wounded 
in the coup attempt, which 
began at dawn on Saturday 
when they seized control of 
much of Dushanbe. 

Mr Rustam Abdourahim was 
killed and Mr Langari Langari- 
yev wounded: both were lead- 
ers of the irregular militia 
recruited from the southern 
Kulyab region. The political 
leader of the coup attempt, Mr 
Safarall Kendjayev, the former 
parliamentary speaker, was 
wounded by his own troops 
when Commonwealth of Inde- 
pendent States forces escorted 
the rebels out of Dushanbe on 
Sunday night 

This leaves just one of Mr 
NabtyeVs key military leaders 

- Mr Sangak Safarov, perhaps 
the most daring and skilful of 
the ex-president’s lieutenants 

- fully operational Mr Safa- 
rov did not take part in the 
latest fighting. 

The CIS garrison in Dush- 
anbe provided tacit support to 
the Tajik government during 
the coup attempt Though tak- 
ing no part in the battle, the 
20lst CIS Division took control 
or virtually all of the capital’s 
strategic points. It blocked 
roads leading into Dushanbe, 
preventing the entry of rebel 
reinforcements, and defended 
the railway station, the televi- 
sion station and the airport. 


Kuwait plans sell-off 
of telecoms services 


KUWAIT plans to privatise its 
telecommunications services, a 
communications ministry 
source said yesterday, Reuters 
reports from Kuwait 

He said a company would be 
established, possibly within six 
months, which could offer 
shares and begin functioning 
in 1994. 

The company, to be called 
the Kuwait Telecommunica- 
tions Company, would take 
control of Local and interna- 
tional phone calls, fox and 
telex services from the commu- 
nications ministry. Mobile 
phones will remain in private 
hands, he said. 

Initially the company would 
be 51 per cent owned by the 
public and 49 per cent by the 
government, the source said. 

The government could then 
sell up to a 25 percent stake to 
foreign investors, retaining a 
24 per cent stake, he said. 

The equipment of the tele- 
communications ministry 


would be transferred to the 

new company, the source said. 

"We are in the process of 
evaluating our assets," he said. 

The launching of the com- 
pany would be a major step in 
the government’s programme 
to privatise public services. 

• The investment branch of 
the Kuwaiti government has 
reported "improprieties" in its 
troubled investments in Spain 
and the government has 
referred the case to the prose- 
cutor-general, Reuter reports 
from Kuwait 

Finance minister Nasser 
Abdulla al-Rodhan told the offi- 
cial news agency KUNA yester- 
day that the executive commit- 
tee of the Loudon-based 
Kuwait Investment Office 
(KIO) disclosed the impropri- 
eties In a preliminary report 
The fina nce minister has 
referred the subject to the pros- 
ecutor-general to take the nec- 
essary legal measures,” KUNA 
added. 
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Our vision of Hie future in mobile communications 
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Today, Alcatel brings you a global system that 
heralds a new generation of mobile phones. 

Such a system requires a highly sophisticated net- 
work infrastructure, software expertise and a power- 
ful array of portable and handheld terminals. It requi- 
res the skills and experience of a world leader. 

Experience that developed the Alcatel 1000 
family, making Alcatel the worlds top supplier of digi- 
tal telephone switching. Experience that has earned 
Alcatel the No.l position worldwide in public line 


transmission and microwave systems. And the expe- 
rience of over 30 years in Radio Technology. 

As a pioneer in digital telephone exchanges, 
Alcatel is in the vanguard of the GSM digital cellular 
evolution. And as the world leader in communications 
systems, Alcatel is your natural choice of partner for 
GSM, the Global System for Mobile communications. 

The Alcatel 900 GSM brings you the perfor- 
mance of advanced telecommunications techno- 
logy, wherever you need it, whenever you need it. 


Number One Worldwide in Communications Systems. 


▼ 




NEWS: THE AMERICAS 


Outbreak of 
‘Perotnoia’ 
baffles experts 






fsiow there’s a choice ... 


fA&P'Z. .:/■ ,*SjT MR Ross Perot 
has again 

iff' A 



given a strange 
twist to the 
already convo- 
luted plot of 
this year's US 
presidential 
election, with 
his allegations 
of a conspiracy 
by the Republican party to dis- 
rupt his daughter's wedding, 
writes George Graham in 
Washington. 

Mr Perot claimed on Sunday 
that this plot was the real rea- 
son he withdrew tram the elec- 
tion in July and not, as he said 
at the time, the revitalisation 
of the Democratic party and 
the prospect that his candidacy 
would deprive any candidate of 
a majority in the electoral col- 
lege. 

Mr Perot yesterday repeated 
his claims, while admitting he 
had no proof. 

Political analysts yesterday 
were scratching their heads 
over whether voters would see 
Mr Perot's charges as a credi- 
ble example of the Republican 
party's propensity for “dirty 
tricks.” or as further evidence 
of the Texas tycoon's penchant 
for plots and conspiracies - 
which has already spawned a 
host of "Perotnoia" and 
“inspector Perot" puns. 

The episode might be dis- 
missed as a trivial aside, but it 
comes at a moment when the 
campaigns of both President 
George Bush and Governor Bill 
Clinton are agoftising over the 
likely path of Mr Perot’s sup- 
port in the final week before 
next Tuesday’s election. 

Mr Perot, who re-entered the 
campaign at the beginning of 
this month, has gained ground 
steadily since the three tele- 
vised debates in which he 
appeared with Mr Bush and Mr 
Clinton. Several opinion polls 
now put his vote at about 20 
per cent. His advance has come 
mainly at Mr Clinton's 
expense. 

Pollsters wondered whether 
the Texas independent’s sup- 
port would prove to be a 


short-lived fever, reaching a 
pea k and dropping away before 
November 3, or a more endur- 
ing phenomenon. 

Public reaction to his 
charges could play a consider- 
able role In that. 

In June Mr Perot's standing 
in opinion polls slid rapidly in 
the face of repeated stories 
about his habit of using private 
investigators against all and 
sundry - business foes, Mr 
Bush’s sons and even bis own 
family. 

“He is, after all, accusing the 
president of the United States 
of organising an assault on his 
daughter’s wedding. Either he 
is going to marginalise himself 
or the president is going to be 
involved in controversy. I 
think it's more likely he will 
rnflrginflli-sft hims elf," Mr Stan- 
ley Greenberg, a pollster for 
the Clinton campaign, told the 
New York Times. 

CBS Television's widely 
watched “60 Minutes" pro- 
gramme. on which Mr Perot 
made his allegations, made it 
perfectly clear that its own and 
FBI investigators had both 
found the charges unfounded. 

But the Bush adminis tration 
has laid itself open to such 
charges by its search of the 
passport files of Mr Clinton 
and his mother, a search which 
Mr Bush himself has termed 
“reprehensible”. 



Clinton thrives on 
nocturnal adrenalin 


Bush for Boss: A supporter of Boss Perot, wearing a George Bosh mask, holds up a 
placard during the independent candida te’s rally in Flemington, New Jersey 


R UNNING for president 
can cruelly expose 
character traits. In 
President George Bush it lays 
bare a fragile command of lan- 
guage - he thanked a New 
Jersey rally the other day for a 
“wonderful recession". In Mr 
Ross Perot it strips layers off 
an already thin skin. 

hi Governor Bill Clinton it 
reveals the increasingly evi- 
dent feet that he is a night 
person. The Democratic presi- 
dential candidate at dawn 
often seems on auto pilot, not 
necessarily helpful given the 
frequency this year of break- 
fast television interviews. 
When the son goes down a dif- 
ferent man emerges. 

This worked to his advan- 
tage on a crisp Sunday night in 
Winston-Salem, North Caro- 
lina, at the ramshackle Dixie 
Classic fairground. He was late 
arriving from Michig an , as all 
politicians are from every- 
where. Local entertainment 
Had - done its best to keep a 
crowd of about 3,000 warm, 
especially a folk group which 
sang a nice ditty about Mr 
Bush: “Read my lips, I*m just 
the driver/I don’t know where 
we are either." 

But the rally was expecting 
“something special” which, 
according to Mayor Martha 
Wood, appears to be Winston- 
Salem’s current slogan. 

ft did not quite get it from 
Senator A1 Gore, though he 
tried to set up his running 
mate in style to kick off the 
pair’s latest, and probably last, 
bus tour. 


When the sun 
goes down a 
different man 
emerges, writes 

Jurek Martin 


While Mr Gore was running 
through his now predictable 
bag of rhetorical tricks, care- 
fully mentioning the word 
“change" every third sentence, 
Mr Clinton stood at the rear, 
an arm round his wife Hillary, 
and occasionally pointing out 
signs in the crowd to his 
daughter Chelsea. 

Mrs Clinton, greeted by a 
chorus of “Happy birthday to 
you,” which it was, put in 
what is now her standard 
cameo performance when 
appearing with her husband 
and when be has not lost bis 
voice - a broad smile and 
three sentences. If she is frus- 
trated by this deferential role, 
she has become far too good a 
political trouper to let it show. 

Husband BUI, though, could 
hardly wait to get started. "My 
mother,” he said, about the 
State Department's investiga- 
tions into every passport ever 
held by anybody ever called 
Clinton, “has handled far 
tougher people than George 
Bush in her life”. 

The crowd liked that one and 
it liked even more his next 
foray. Mr Perot, he chuckled. 


THE weak economy has been a handicap 
tar President George Bosh throughout 
the presidential e le ct ion campaign. He 
should avoid trig embarrassments In the 
next week but the figures are imUfcely to 
show convincing signs of recovery, 
writes Michael Prowse in Washington. 

□Today. The single most I mp or ta n t pre- 
election statistic - gross dom es t ic prod- 
uct lor the third quarter - Is released. 
For Mr Bush to gain an advantage B 
would have to show (pewth at an annual 
rata of 2 par cant or more. 

The consensus view, however. Is that 
third-quarter gro wth will be 1-5 per cent, 
about the same sluggish pace as ht the 
second quarter. Consumption, two thirds 
at econo mic activity, probably grew at 
about 3 per cant, but this Is likely to be 
largely offset by weakness of trade and 
capital spending. 

Some beam believe a worse figure to 


DATA UNLIKELY TO GIVE BUSH A LIFT 


possfide. Mr Allen Sinai, chief economist 
tar The Boston Group, an e co nom i c con- 
sultancy, forecasts growth at an annual 
rata of only U9 per cenL A figure b el ow 1 
per cent would allow Mr Clinton to 
claim the economy was deteriorating 
again. 

The Conference Board also publishes 
Its closely followed consumer confidence 
index. Most analysts expect a small 
decline In October, for the fourth consec- 
utive month. Confidence far running at 
about halt the level normal In a vigorous 
recovery. 

□ October 28. Analysts expect figures tor 
durable goods orders to show a 0.5 par 
cent Increase last month, a modest 


rebound altar a 0.1 per cent dectine bi 
August However, a nasty shock should 
not be ruled oat as consensus for e cas t s 
for fids and other figures have frequently 
been ovar-opUmlstle. 

Personal income and consumption fig- 
ures for September are expected to show 
modest increases at (LS per cent and 0-3 
per cant respectively, following declines 
In August. Weaker than e xp ected figures 
might causes ripples bi financial m ar ket s 
but would have fRtfe effect on (he presi- 
dential race. 

□ October 29. State unemployment insur- 
ance claims for the week endng October 
17 may show an artificial decline, 
because of the Cotnnriws day holiday. 


Claims figures have bean falling In 
recent weeks and lha Bush campaign 
may by to use the data aa evidence 
that employment conditions are Im- 
proving. 

□ October 30. Figures for new home 
sales are expected to show a modest 
rebound last month - an hmroaie of 
p e r h ap s 2-3 per cent utter a surprising 6 
par cent plunge in August Anofiier ten In 
home sales would be cgstorbfag evidence 
feat the housing market Is not 
recov er ing despite repeated cuts In inter- 
est rates. 

□ November 2. The October Purchasing 
Managers’ Index - a reliable Indicator 


of the health of manufacturing Industry - 
Is (be. last Important statistic before the 
•lection. 

Mr David Wyss, chief economist at DRI 
McGraw H1H, the forecasting group, is 
typical in expecting a rebound towards 
SO per cent after an une x pected fall to 48 
per cent In September. 

Any figure below 50 per cant, however. 
Indic a te s manufacturing Industry Is strug- 
gling and b bad news for Mr Bush. How- 
ever, the index Is mostly of Interest to 
financial markets and means little to tin 
man on lha street 

Mr Bush to fortunate In one respect he 
will not be embarrassed on the eve of 
flw election by news of a rise in tfie 
unemployment rate - by far the most 
politically sensitive Indicator. Monthly 
emptoymont figures are released on the 
first Friday of the month and so wM not 
appear cnrtS after (he election is won or 
lost. 


had just that night accused Mr 
Bush of investigating his chil- 
dren while earlier Mr Bush had 
accused Mr Perot of an Identi- 
cal offence. If ail they could do 
was pry into the lives of each 
other's children, then, in con- 
trast, “I would like to look 
after 'your* children". 

He ran through his standard 
economic policy proposals 
more briskly than usual, but 
all the time returned to Mr 
Bush (though not again to Mr 
Perot). Detecting a Bush / 
Quayle placard in the crowd, 
he pointed at the offender. 
“Why listen to them? They tell 
lies. Listen to me,” he urged. 

In a well-wrought coda he 
said the country was facing 
“an age old conflict - of hope 
versus fear. . . of new ideas ver- 
sus comfortable and proven 
failures”. 

Always there was an explicit 
appeal to his audience. 
Looking like a first world war 
recruiting sergeant, he pointed 
at the crowd and said: “I want 
you to be part of the bi-parti- 
san movement sweeping the 
country." 

North Carolina had been “a 
beacon of hope” in the US and 
if light were now shining in 
Orange County, California, 
that bastion of conservatism 
where he had held a successful 
rally last week, then surely, Mr 
Clinton said, it should be blaz- 
ing here in the tobacco fields 
- not that be mentioned Win- 
ston-Salem’s state crop by 
name. 

It was a good speech, bog 
standard to be sure but lively 
and delivered with some style. 

It broke no new ground, but 
the ground Mr Clinton is try- 
ing to break here is the 20-year- 
old Republican monopoly of 
the region, interrupted only 
briefly in 1976 by another 
southerner, Jimmy Carter. 

But this was Sunday night. 
Yesterday morning, before 
boarding the bus, it was 
another television studio and 
another national audience and 
back to auto pilot again. The 
answers rambled, he agreed 
and disagreed with his ques- 
tioners. He hardly let Mr Gore 
get a word in. 

But he was awake enough to 
remember the cost of a quart 
of milk, a gallon of petrol and a 
pair of blue jeans. 


In Rio, major nations agreed 
to spend billions to control pollution. 
Guess who’s the leader in controls? 


A major worldwide effort of manufacturing operations. They For instance, Honeywell controls 

unprecedented proportions began at also help industries meet tighter are in 60 million American homes, 

the Earth Summit to preserve the production specifications. 40 million homes in Europe, and 



world’s natural resources. 
Undoubtedly, it will continue for 
years, if not decades. 

Equally undoubtable, we feel, 
will be Honeywell’s involvement By 
being able to provide the kind of 
technology and services that will be 
crucial to meeting these tough 
environmental goals. 

For this reason, we believe 
Honeywell is poised for continued 
growth through the decade. 

You see, today we are in just one 
business. Controls. Sophisticated 
ones that perform thousands of tasks 
that are too fast, precise, dangerous, 
remote, boring or labour-intensive 
for people to tackle. 

And that, it turns out also helps 
customers deal with environmental 
and pollution problems. 

Because Honeywell controls and 
systems help maximize efficient 
energy consumption for building and 


That helps minimize waste and 
hazardous by-products - not to 
mention the demand for resources. 

Less consumption and less waste 
mean less pollution. 

In feet our controls are already 
helping companies meet tougher 
environmental standards. 

We trust that having read this, you 
won’t be surprised to know we are 
the global controls leader in homes, 
buildings, industry and aviation. 
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millions of buildings around the 
world. Our avionics equipment is on 
virtually every aircraft in the western 
world. And we have the largest 
installed base of distributed process 
control systems in the world. 

Last year, measured on a 
comparable basis, sales increased in 
each of our three businesses. All in a 
soft global economy. Therein lies 
another strength of our broad market 
presence: We have the ability 
to remain competitive throughout 
economic cycles. 

We believe that’s one reason our 
stock price has gained value every 
year since 1989. See for yourself on 
the graph? 

Better yet. write to us for complete 
information today. 

Honeywell Investor Relations. 
Honeywell Europe, Ave. du Bourget, 
3, 1140 Brussels, Belgium. Or give us a 
call 022)728-22-76. 


Honeywell 

* Share prices can fall as well as rise. 

Past performance cannot be relied upon as a guide to fixture performance. 

Helping You Control Your World 


Cuban trade caught in 
battle for Florida vote 


D emocrats and 

Republicans, falling 
over each other to woo 
the Caban exile community 
and net Florida’s 25 electoral 
college votes in next week’s 
presidential election, have 
infuriated America's allies. 

At issue is a new law making 
it illegal for subsidiaries of US 
companies based anywhere in 
the world to trade with Cuba. 
The European Community, 
Mexico and Argentina have 
complained that the US has no 
business telling companies 
overseas who to trade with; 
Canada and Britain have for- 
bidden companies incorporated 
locally to take any notice of it. 

Florida has long been a 
Republican bastion, thanks to 
the party’s tough anti-Castro 
policies that have secured the 
support of the state's 700,000 
Cuban-Americans (83 per cent 
of them in Dade County). 

“Those votes in Dade 
County, Florida, mean more to 
George Bush right now than 
the whole of the EC and Can- 
ada put together," said Mr 
Michael Krinsky, a New York- 
based lawyer who represents 
Havana's interests. 

Mr Jos6 Cardenas, director of 
research at the conservative 
Cuban American National 
Foundation (CANF), added: 
“Republicans talk the political 
language of Cuban Americans. 
But now the Democrats are 
trying it on for size and like 
the way it looks." 

. Two years ago President 
Bush vetoed legislation similar 
to that signed into law last 
week and for months opposed 
the new law, promoted by 
Democratic Congressman Rob- 


ert Torricelli. But once Gover- 
nor Bill Clinton, tbe Demo- 
crat's presidential candidate, 
endorsed the proposals, which 
were tacked on to a defence 
spending bill, Mr Bush 
changed his mind. He signed 
the bill at a Republican cam- 
paign function last Friday in a 
smart Mfamf hotel. 

“ft’s the Carry Florida 
Amendment," snorted an exec- 

New bill aims to 
capture support 
of US state’s 
exile community, 
writes 

Elizabeth Pisanl 


utive at a company that stands 
to lose several million dollars 
of business. 

The bill is the brainchild of 
Mr Jorge Mas Canosa. a 
Cnban-American millionaire 
variously described as a cham- 
pion of freedom for the Cuban 
people and a pretender to tbe 
presidency in a post-Castro 
Cuba. He is chairman of CANF, 
whose Free Cuba political 
action committee contributed 
$17,000 (£10,430) to Mr Torricel- 
li’s campaign. Mr Mas Canosa's 
organisations have also rustled 
up half a million dollars in 
funds for about 50 other legis- 
lators around the country. 

Conservative Cuban- 
Americans say other countries 
are complaining about sover- 
eignty because they care more 
about profits than about 
democracy for Cuba. But a 


Canadian official stressed: “We 
are trying to separate Cuba out 
from this argument The coun- 
try doesn’t matter. What mat- 
ters is the overreach of the US 
law into Canada.” 

US trade with Cuba has been 
restricted for three decades, 
but for the last 17 years subsid- 
iaries of US companies based 
elsewhere have simply had to 
apply for approval from the 
Treasury in Washington to 
trade with Cuba. Now such 
trade is illegal. 

Carefully worded comments 
from the State Department, 
which earlier in the year 
opposed the Torricelli bill, sug- 
gest Washington will be a limp 
crusader against US subsid- 
iaries ignoring the new law. 

The department, along with 
representatives from both the 
Bush and Clinton campaigns, 
says the legislation is the last 
straw that will break the back 
of an increasingly shaky Cas- 
tro regime. 

However, some analysts feel 
the new law will give Cuban 
President Fidel Castro a new 
lease of life. “This bill gives 
Castro all he needs to scream 
imperialism without hurting 
materially,” said Mr Andrew 
Zimbalist, an economist at 
Smith College, who recently 
returned from Havana. 

Some 300 US subsidiaries 
requested approval for $718m 
of trade with Cuba in 1991, 
$13m up on a year earlier, 
although economists believe 
the actual trade was Ear lower. 

Executives at some compa- 
nies maintain the US suffers 
most from restricting this 
trade. An executive at com- 



Fidel Castro: could be given 
new lease of life 


“One of tbe basic issues that 
we brought to the attention of 
anyone willing to listen on 
Capitol Hill was that if you 
close off opportunities to US 
companies, business will move 
to other countries." Cargill’s 
Geneva-based subsidiary Car- 
gill International accounted for 
three-quarters of all US subsid- 
iary trade approved with Cuba 
for 1990. 

The company’s entreaties 
made little headway. “We were 
told it wasn’t an economic 
issue, it was a human rights 
issue." 

But Mr Mas Canosa is well 
aware of the economic implica- 
tions. “[When Castro falls] a 
market of 11m consumers will 
open up overnight; a market 
that will need everything from 
toilet paper to the most sophis- 
ticated computer. And most of 

that will come from Florida." . 


modifies traders Cargill said: 

Blue Jays distract Canadian voters 


By Bernard Simon in Toronto 

THE streets of Toronto were 
clear evidence yesterday that 
Canadians savour a victory 
over their US neighbours far 
more than the; fear the threat 
of their own country falling 
apart. 

At a polling booth on 
Queen's Quay, near the shores 
of Lake Ontario, a steady 
trickle of voters arrived to cast 
their ballots in a landmark ref- 
erendum on a new constitu- 
tion. The final result of the 
vote was to be announced 
early this morning, but the six- 
week referendum campaign 


has been marked by anger 
against politicians and a desire 
to move beyond the dreary 
business of constitution-mak- 
ing. 

The queue was much, much 
longer and the mood far more 
exuberant just a few hundred 
yards to the north at the 
entrance to the SkyDome, 
Toronto’s sports stadium. 

Braving near-zero tempera- 
tures, baseball fens began lin- 
ing up before dawn yesterday 
to ensure a seat for the lunch- 
time celebration in honour of 
their beloved Blue Jays, which 
became the first team outside 
the US to win the World 


Series baseball championship. 

In reality, the Toronto Blue 
Jays are about as Canadian a 
team as the World Series is an 
International competition. All 
their players are either 
Americans or from the Carib- 
bean, and few of them even 
live in the frozen north. 

But the Blue Jays’ victory 
does have some tangible bene- 
fits for Canada. Tbe team is 
owned by two pillars of Cana- 
dian business; John Labatt, the 
brewing group, has a 90 per 
cent stake and the remaining 
10 per cent is held by Canadian 
Imperial Bank of Commerce. 

The Blue Jays’ success on 


umuatry. rne ; 
pulled in more tl 
each of the past 
seasons, more tl 
North American 
But tbe teare 
every penny fro 
they have sold 
more than C$4( 
salaries for i 
coaches last se 
cynics to suggi 
team could wi: 
Series if it tt 
money around. 
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Our vision of the future in mobile communications 


To each his own phone. A phone that gives 
you greater mobility and greater flexibility. 
A phone that gives you freedom. 

But turning this vision into reality means 
being able to apply the most advanced and 
sophisticated technologies. As the world 
leader in communications systems, Alcatel 
is uniquely qualified for this task. Our 
expertise in software and networks, our 
uncompromising qualify standards, from 
development to production, guarantee 


outstanding product reliability. Today, Alcatel has trans- 
lated this vision into GSM, the Global System for Mobile 
communications, that spans everything from the network 
infrastructure to a complete family of portable and 
handheld terminals. 

With our worldwide experience based on local 
presence, our customer service is unsurpassed. While our 
vision may indeed be vast, it remains focused on o single 
goal : to establish permanent links between people to 
bring them closer together. Isn’tthaf the sort of vision you’d 
expect from the worlds communications systems leader ? 


Number One Worldwide in Communications Systems. 
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DTI admits MI6 role of Matrix head 


Ferry 
operators 
accused of 
collusion 

By Richard Tomkins, 

Transport Correspondent 

CROSS-CHANNEL ferry 
operators have been accused 
by British hauliers of colluding 
to profit from sterling's devalu- 
ation by imposing big currency 
surcharges on cross-Channel 
freight tariffs. 

The Freight. Transport Asso- 
ciation, a body representing 
freight carriers, yesterday said 
it would almost certainly lodge 
complaints with the Office of 
Fair Trading and the EC com- 
petition directorate if the sur- 
charges were not withdrawn. 

Within the past few days, all 
three of the biggest cross-Chan- 
nel ferry operators - P&O 
European Ferries, Sealink 
Stena Line and Brittany Fer- 
ries - have announced freight 
surcharges for British carriers. 

In letters to hauliers, the 
ferry companies have said the 
surcharges are necessary 
because the value of their ster- 
ling receipts has fallen relative 
to costs incurred in foreign 
currencies - for example, on 
fuel port dues and wages. 

From November 1. they plan 1 
to introduce a sliding scale of , 
surcharges for customers pay- 
ing In sterling, varying from 
week to week according to the 
exchange rate. At sterling's 
present level, the surcharge 
would be about 10 per cent 

British carriers say their is 
no justification for surcharges 
because at least half the ferry 
operators’ income comes from 
Continental carriers in foreign 
currencies. This means their 
currency gains are at least 
equal to their losses. 

Operators are accused of col- 
lusion on the grounds that the 
surcharges, where comparable, 
are identical; because they 
come into operation on the 
same date and because Letters 
to hauliers are similarly 
worded. Collusion between 
cross-Channel operators is for- 
bidden following the UK gov- 
ernment's refusal to permit 
co-operation on services and 
fares. All three denied acting 
together. Sealink said its move 
had come first, while the oth- 
ers said they had followed suit 
because they regarded the sur- 
charges as justified. 


By John Mason 

A TOP Whitehall official 
yesterday admitted that the 
managing director of a UK 
machine tools exporter worked 
for MM, the intelligence ser- 
vice, to gather information on 
Iraq’s nuclear programme. 

Ministers also approved the 
continued export of equipment 
by Matrix Churchill to one of 
Iraq’s main defence procure- 
ment agencies a year before 
the invasion of Kuwait in order 
to preserve the intelligence 
link- 

Giving evidence at the trial 
of three former Matrix direc- 
tors at the Old Bailey, Mr Brie 
Beston, an assistant secretary 
at the Department of Trade 


A S IF Mr John Major did 
not have enough trou- 
bles. Engulfed by 
unrest over the economy and 
Europe, the prime minister 
found himself caught yester- 
day in yet another crisis - this 
time over a fumbled attempt at 
news management. 

The rash of reports that Mr 
Major was ready to call a gen- 
eral election if he was defeated 
over the Maastricht treaty left 
his party, ministers and the 
Whitehall information machine 
engaged in a desperate but 
iess-tban-successfut exercise In 
damage limitation. 

Amid confusion and dismay 
even among pro-Maastricht 
Tory MPs, the exercise left 
unanswered who in the govern- 
ment and why had decided to 
raise the stakes so dramatic- 
ally in the Conservative’s pri- 
vate war over Enrope. 

At the heart of the row were 
weekend press reports that Mr 
Major would respond to a 
defeat during the Maastricht 
“paving” debate on November 
4 by calling a general election. 
No one at Westminster doubts 
that the prime minister feels 
strongly about the issue. But 
suggestions that a defeat on 
the timing rather than the sub- 
stance of ratification would 
send him hotfoot to Bucking- 
ham Palace to ask for the dis- 
solution of parliament was 


and industry, agreed that one 
reason ministers approved an 
export licence to Matrix in 
early 19% was to maintain an 
intelligence source. 

He did not know at the time 
that the source was Mr Paul 
Henderson, then managing 
director, and only learnt this 
when Customs officials began 
to gather material to bring the 
prosecution, he said. 

Mr Beston’s admission fol- 
lowed a revelation by Mr Hen- 
derson's attorney that his cli- 
ent worked for M16 and helped 
gather information about Sad- 
dam Hussein’s attempt to 
develop a nuclear bomb. 

Mr Geoffrey Robertson told 
the court approval by minis- 
ters of the export licences of 


received by cabinet colleagues 
with open-mouthed surprise. 

The reports simultaneously 
outraged Conservative Euro- 
sceptics and persuaded the 
Labour leadership that it had 
found an excuse to abandon its 
European credentials to vote 
against the government 

The story first surfaced in 
reports from journalists accom 

Philip Stephens 

examines John 

Major’s tough . 
stance on 
Maastricht . 


trip to Egypt 

So when Sunday’s front pages 
carried identical headlines 
about the election throat cabi- 
net ministers were among 
those who drew the conclusion 
that Mr Major was the source. 

The prime minister 
reinforced that view by insist- 
ing that others could draw 
their own conclusions from his 
strong support for the treaty. 
He seemed happy that Tory 
MPs would deduce he was 
threatening them with a 
Labour government 

But as ministers and Tory 
MPs expressed horror at what 


machine tools destined for mil- 
itary use enabled Matrix to 
survive as a company and Mr 
Henderson to continue acting 
for MIS. Matrix went Into 
receivership earlier this year. 

Mr Henderson, along with 
Mr Peter Allen, the company’s 
former sales director ami Mr 
Trevor Abraham, the former 
commercial director, all deny 
four counts of breaching 
export regulations between 
July 1988 and August 1990. 

The prosecution has alleged 
the three men deceived the DTI 
by pretending machine tools 
and computer software 
exported to Iraq were for civil- 
ian, not military ose. 

Some of the equipment 
exported by Matrix Churchill 


one called a threat of “mass 
hara-kiri” another version of 
events was circulating at West- 
minster. 

Some ministers were suggest- 
ing that Mr Major's officials - 
and In particular Mr Gas 
O Donnell, his press secretary 
- had stretched too far the 
logic of a deal agreed at last 
week's cabinet meeting. 

That meeting agreed that the 
government needed to demon- 
strate it was serious about rati- 
fying the treaty by bringing 
the legislation back to the 
House before the Edinburgh 
summit in December. 

The suspicion was that Mr 
Major’s officials had taken the 
accord a step further by sug- 
gesting that the defeat in the 


would lead to a general elec- 
tion. The trouble Is that it was 
impossible yesterday to find a 
Tory MP or minister willing to 
agree with that logic 
Downing Street retreated 
into the argument that Mr 
Major was confident of win- 
ning an November 4. But offi- 
cials refused pointblank to 
withdraw the threat. It may 
well turn out that Mr Major 
has judged the mood correctly 
but he has raised the stakes 
dangerously and the judgment 
of his peers yesterday was that 
if the vote is lost, the prime 
minister will be also. 


was sold to the Iraqi company 
Nassr, which the UK govern- 
ment knew played a major role 
in the Iraqi defence procure- 
ment programme, Mr Robert- 
son told the court. The two 
companies were connected, 
with Dr Safa A1 Hobobi being 
the chairman of Matrix Char- 
chill and a director of Nassr. 
This connection was known to 
the DTL Mr Beston agreed. 

According to a secret For- 
eign Office memo, evidence 
existed linking Dr Hobobi with 
the Iraqi nuclear programme, 
the court heard. 

Mr Robertson asked if the 
main reason for ministers 
granting the licences was so 
that the Intelligence service 
could continue to have access 


By David LasceUes, 

Resources Editor 

MR MICHAEL Heseltine, trade 
and industry secretary, yester- 
day held out some hope for 
coal miners threatened by pit 
closures by promising that his 
planned energy review would 
take account of employment 
prospects in the coal industry. 

Announcing details of the 
review, he said it would be 
wide-ranging and open, and 
would culminate in a white 
paper on energy policy early in 
the new year. 

He said the main purpose of 
the exercise would be to con- 
sider each of the 21 pits left on 
the closure list in the context 
of overall energy policy, 
“including the consequences of 
that policy for British Coal and 
the employment prospects for 
the industry". He would want 
to ensure that the case for do- 
sure of each pit “had been fully 
made". 

Mr Heseltine listed the terms 
of reference for the review: 

• Whether the prospects for 
coal had been correctly 
assessed. Professor Stephen 
Littlechild, the electricity regu- 
lator, would be consulted to 
see whether any company was 
abu sing its position in the mar- 
ket' 

• The consequences of the 
“dash for gas" in power gener- 
ation, how gas compared to 


to Dr Hobobl’s intelligence net- 
work through Matrix Chur- 
chiiL “That was one of the con- 
siderations ,“ Mr Beston said. 

Mr Beston also agreed that it 
was known both within the 
DTI and by ministers that the 
goods to be exported would be 
used In Iraqi munitions facto- 
ries. He alto agreed that Mr 
Abraham bad told DTI officials 
that most oF the machine tools 
exported would be used for 
munitions production. 

Earlier, Mr David Bryars, a 
senior principal with the 
Export Credits Guarantee 
Department, agreed that it had 
known that Industries Car- 
doen, the Chilean intermediary 
in an earlier transaction, was 
an ar m s manufacturer. 


coal in coast and the size of the 
UK’s gas reserves. Mr 
Heseltine's own powers to 
authorise new power stations 
would be covered. 

• The ira piiCTtjpns of the stat- 
utory obligation on electricity 
distributors to buy a propor- 
tion of power from sources 

Other than coal oQ gas — 

including nuclear power. 

• The opportunities for pri- 
vate-sector production of coal 
and the position of coaJ 
imports. 

• Regional needs in Wales, 
Scotland and Northern Ireland. 

Mr Heseltine said consulta- 
tions would take place with all 
the big providers and consum- 
ers of energy, unions and other 
interested parties. 

Independent consultants 
would be appointed to report 
on the prospects for British 
Coal, to look at its competitive- 
ness and at alternative mar- 
kets for coaL 

Mr Heseltine is to appear 
this afternoon before the Com- 
mons all-party select commit- 
tee on trade and industry 
which is conducting an inquiry 
of its own. 

He said he would consider 
ways of letting the committee 
see confidential information 
obtained during the course of 
his review. Aside from such 
information he would publish 
the evidence and findings of 
the review. 


Britain in brief 


Lloyd’s faces 
competition 
suit by Names 

Lloyd's came under fresh legal 
pressure yesterday when five 
Names lodged a complaint 
alleging broaches of European 
competition rales by the Insur- 
ance market A 100-page com- 
plaint about an alleged failure 
of self-regulation was lodged 
with the European Commu- 
nity. It argues that Lloyd’s 
immunity from suit or judicial 
scrutiny runs contrary to the 
principles required by the EC 
treaty of redress to a national 
court. It details arguments 
tinder articles 85 and 86 of the 
Treaty of Rome. The five 
Names behind the action are 
pressing the EC to prevent 
Lloyd's drawing down from 
their .deposits pending a full 
investigation of their com- 
plaint. The Names - individu- 
als whose assets back under- 
writing at the market - are 
members of the 172-strong 
Lloyd’s Deposit Defence 
Group. Their campaign might 
threaten Lloyd’s ability to 
meet claims. 


BNF fights 
cancer test case 

British Nuclear Fuels was 
accused in a civil lawsuit of 
causing or contributing to the 
cancer which affected two chil- 
dren whose fathers worked at 
the SeUafield reprocessing 
plant in Cumbria. The High 
Court test case, on which up to 
40 other claims may depend, 
includes allegations that 
nuclear radiation damaged the 
fathers’ sperm or the mothers’ 
eggs and resulted in genetic 
injury. BNF is contesting the 
case expected to last between 
six months and a year. 


Shake-up of 
heritage body 

English Heritage's plans to 
shed responsibility for 200 of 


its 360 historic properties and 
cut 180 of its 1,600 staff yester- 
day prompted angry criticism 
from MPs. The proposals 
involve selling off 200 proper- 
ties or turning them over to 
local authorities or trusts and 
have already received govern- 
ment approval Mr Robin Cor- 
bett. a Labour opposition 
national heritage spokesman, 
criticised the “total secrecy” 
with which the plans were 
drawn up and warned some 
historic monuments would be 
“doomed to neglect". 


N Sea oil 
terminal fire 

A fire at Europe's largest oil 
terminal, Sullom Voe in Shet- 
land, halved oil production and 
resulted in the suspension of 
gas processing. No one was 
injured. The £400m terminal 
handies nearly half the UK 
North Sea oil production. 


Channel 5 
decisions 

The future of Channel 5. the 
planned new UK national tele- 
vision station, could depend 
on decisions taken in Milan in 
the next two weeks. F ininvest, 
Mr Silvio Berlusconi’s media 
group, is considering taking a 
stake of between 20 per cent 
and 30 per cent in the Thames 
Television bid for the channel. 
The Italian company has 
agreed to make up its mind 
before the middle of next 
month when the Independent 
Television Commission will 
decide whether a licence is to 
be awarded for the channeL 


R&D funding 

UK projects winning funding 
from the European Community 
increased sharply this year as 
a result of a Department of 
Trade and Industry initiative 
on R&D in computer integrated 
software. 

Out of 235 proposals that 
were submitted to the EC’s 
European Strategic Programme 
for Research and Development 
in Information Technology 
(Esprit) IQ programme on com- 
puter integrated manufacture 
and engineering (Cime), 
14 projects led by UK 
organisations and 33 projects 
involving UK participants were 
awarded funds by the pro- 
gramme. 


All to play for as stakes 
are raised on treaty vote 


Job prospects pledge 
in UK energy review 


panying Mr Major's weekend Commons of such a decision 




WOULD YOU DRIVE A CAR WITH BRAKES THAT PROBABLY WOULDN’T SAIL? Be NO LESS CAREFUL WITH THE COMPUTER SYSTEM 
RUNNING YOUR MOST CRITICAL BUSINESS APPLICATIONS. EVEN IF YOUR SYSTEM IS DOWN FOR JUST I OF THE TIME, IT CAN MEAN HOURS 

OF LOST PRODUCTIVITY, A HOST OF DISSATISFIED CUSTOMERS. AND MILLIONS IN LOST REVENUES. STRATUS CONTINUOUSLY AVAILABLE 
SYSTEMS ARE DESIGNED TO BE UP AND RUNNING ALL THE .TIME. THAT’S WHY THE MOST RESPECTED COMPANIES IN THE WORLD RELY ON US. 
FOR MORE INFORMATION ON THE SURPRISING COST OF COMPUTER DOWNTIME, AND HOW TO MINIMISE IT. RINO 081 370 -*433. 

Or if you prefer, write to: Marketing. Stratus Computer, Central House. Umpton Road, Hounslow, Middlesex TW3 l HY. 



We never let you down. 



FINANCIAL TIMES TUESDAY OCTOBER 27 1992 



Introducing A Freelravel ProgramThat 
Rewards rou For All Your Hard Work 


You may' already be familiar with airline 
frequent flyer programs which offer free 
travel benefits. You may even 
be a member of one. But now 
there is a program that makes it quicker 
and easier to accrue free travel awards. Just as 
importantly, it rewards you for all your hard work. 



Travel Free And Easy, 
Worldwide. 


The Delta Air Lines Frequent Flyer pro- 
gram offers members the chance to enjoy free 
travel on the Delta system to over 300 cities in 34 
countries worldwide. And Swissair and Singapore 
Airlines, as partners in our Global Alliance, are 
participants in Delta’s program. So members can 
also use their awards to enjoy free travel to even 
more of the world. 1 • 

Here is how the program works, and how 
you can join. 


Medallion™ And 
Royal Medallion™ Levels. 

Delta recognizes its most frequent flyers 
by awarding them with Medallion Level status, 
and, beginning January l, 1993, our new Royal 
Medallion Level status. 

Medallion Level members enjoy all the 
benefits of the Delta Frequent Flyer program, and 
much more. Including reduced mileage require- 
ments for upgrades and free travel awards, pre- ■ 
ferred seating when making reservations, 
opportunities for complimentary round-trip 


are awarded Medallion I .eve I status after accruing 
30,000 base miles in each calendar year? 

Royal Medallion Level members will enjoy 
all Medallion Level rewards, plus a mileage bonus 
equal to 50% of the base miles they fly each month, 
and other unique benefits. Royal Medallion Level 
status is awarded when 60,000 base miles have 
been accrued during each calendar year? 

Receive UpTo 
15/100 Bonus Miles. 

Becoming a Delta Frequent Flyer is free, 


Delta Air Lines 


Frequent Flyer 

Members are awarded one mile credit for 
every actual mile flown on Delta and the Delta 
Connection? and you will earn a minimum of 
1,000 miles per flight So your miles will accrue 
faster, and you will qualify for free travel awards 
more quickly. 

Passengers traveling in Delta First Class 
earn double mileage, while those in Delta Business 
Class earn 150% of base mileage? You can also earn 
additional mileage from our hotel and car rental 
partners in conjunction with qualifying Delta 
flights. And unlike some other programs, there is 
no expiration date on mileage you have earned 


upgrades* and other benefits. Program members 
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easy, and rewarding. Enroll now and you will 
receive 5,000 bonus miles,** and an additional 
bonus of 10,000 miles after your first transatlantic 
flight completed on or before March 31, 1993?* 
Add it ail up and you will find yourself well on 
your way to free travel on Delta Air Lines. 

Simply fill-in and mail the coupon at 
the bottom of this page. Or, for immediate enroll- 
ment, call your nearest Delta reservations office. 

A brochure outlining complete program details, 
and your new member packet, will be mailed to 
you upon enrollment 


DEHXAIRUNES 

MfclxiueTbFlyAnd It Shows: 


Membership Application 


Please complete this form in English by printing or typing. Each individual must enroll separately. 


Contact Delta reservations offices at: 


Amsterdam 020-661-00-51 
Athens 323-5242 
Barcelona 93-488-1221 
Belfast 0232-480526 
Berlin 0130-2526 
Bombay 22-202-9020 
Brussels 02-751-8195 
Budapest Old 187-266/066/922 
Bucharest 20-44-65 
Copenhagen 33-115-656 
Delhi 332-5222 
Dublin 768-080 
Dusseldorf 0130-2526 


Frankfurt 069-664-1212 or 0 LX) -2526 

Geneva 022-781-1450 

Hamburg 0130-2526 

Helsinki 90-694-2422 

Istanbul 231-2339/40/41/42 

Lisbon 01-537610 

London 0800-414-767 

Madrid 541-4200 

Manchester 0800-414-767 

Milan 668-03500* 

Moscow 253-2658/59/60 
Munich 0130-2526 
Nice 05-35-40-80 


Oslo 02-41-5600 
Paris 47689292 
Prague 02-2324706/72 
Rome 39-6- 4773* 

Shannon 1-800-768-080 
Stockholm 796-9400 
Stuttgart 0130-2526 
TeJAviv 03-201101 . 

Vienna 043-1-5126646 
Warsaw 22-260257 
Zurich 01-401-1110 
Mtaly (outside Milan and Rome) 
1-678-641 14 


t“Base miles" cxdude hold and car rental credits, airline partner credits (other than Delta Connection carriers) and all other special offers and bo- 
nuses. ’Effective January 1. (943. upon accrual y?-HWWG base miles in «ich membership war. twocompGrnauary nmndtnp upgrades aw awarded 
for every 20,000 base miks accrued thereafter. ^Status valid through December il of the year following qualification. * 'Sign-up bonus miles are 
credited upon processing of application by Delta Air t ines on or before December 31, 1992. t+Not Applicable to residents of North or South America. 
All standard Delta Frequent Flyer program rules apply. Program details, subject to change. Void where prohibited by law. Participation may be sub- 
ject to government approval. IX-lta Connection carriers operate with Delta flight numbers 3000-5999 and 7000-7999. 0 1992, Delta Air Lines, Inc 
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MANAGEMENT: THE GROWING BUSINESS 



Charles Batchelor and lisa Wood examine British 
plans to establish a business support network 


Ending the 


Partnerships not 
prepared for death 


Many business partnerships are 
unprepared for the problems which 
can arise if a partner dies, falls 
ill or wants to retire, according 
to a survey* by London Life, an 
assurance company. 

Sixty three per cent of those 
interviewed said that in the event 
of a partner’s sudden death it would 
not be possible to replace their 
experience quickly, although three- 
quarters believed the partnership 
could continue in business. 

Nearly two-thirds said their 
partnership would suffer if a 
partner became seriously ill but, 
even so. 70 per cent had made no 
arrangements to insure against 
such an event. 

Forty per cent of partnerships 
had no formula to work out the 
amount of capital which new 
partners would require to buy into 
the business, making it more 
difficult for prospective partners 
to plan their finances. 

The researchers spoke to 300 
partnerships. 

*Partnersttip Research. London 
Life, 100 Temple Street, Bristol BS1 
SEA. TeL 0272379179. 8 pages. Free. 


B ritish politicians and busi- 
nesses have often cast 
envious eyes at the way 
the continental Europeans 
organise business support - 
through generously funded, cham- 
bers of commerce with which busi- 
nesses are obliged to register. 

Starting in April, if the plans of 
Michael Heseltine, trade and indus- 
try secretary, are realised, Britain 
will start to put in place a business 
support network which will be at 
least the equal of its continental 
partners. It would also end the frag- 
mentation of business support ini- 
tiatives which have confosed and 
irritated small firms in the past 
Wb&t the department of trade and 
industry (DTI) proposes is a 
national network of about 200 busi- 
ness centres which would provide a 
combination of advice from experi- 
enced business counsellors and a 
referral service with more speci- 
alised help if this is needed. 

Lead role in establishing the new 
network will go to the 83 English 
and Welsh Training and Enterprise 
Councils (TECs), hut they trill be 
expected to call on the expertise of 
their local chamber of commerce, 
enterprise agency and. in rural 
areas, business support organisa- 
tions such as the Rural Develop- 
ment Commission. 

The centres have been provision- 
ally labelled “one-stop shops” but 
the DTI is keen to remove the 
impression of a low-grade, drop-in 
service on every high street One 
name which has been considered 
for the new centres is “Business 
Point” followed by the name of the 


fragmentation 


UK dependency on 
short-term finance 


Small and medium-sized companies 
in the UK are for more dependent 
on short-term finance than their 
continental European counterparts, 
according to a survey* by & the 
venture capital company, and 
Cranfield School of Management 

Overdraft and short-term finance 
accounted for 76 per cent of the 
total finance of British companies. 
Only 25 per cent of British 
companies had ever used long-term 
loans compared with 64 per cent 
of German companies and between 
45 and 53 per cent of companies 
in France, Italy and Spain. 

This dependence on short-term 
finance meant UK companies arc 
badly placed to weather the 
recession and explained cutbacks 
in investment said Paul Burns, 
director of the 3i/CranGeld 
Enterprise Centre. 

A total of 739 companies 
responded to the survey. 

*Financmg Enterprise in Europe. 
Contact Paul Bums or Sue OUoer. 
Cranfield. TeL 0234 751122. 


town in which they are based. They 
are more likely to be set up on 
business parks or in the offices of 
larfeting business support organisa- 
tions. 

“We are not tinkering about at 
file edges,” commented one pereon 
closely involved in the project. 
"This is not a case of getting the 
oyigH ng services to work better but 
of achieving a step-change in perfor- 
mance. Business people don't have 
the Hww> or the inclination to be 
qhrtffiori ar mmri at the inclination of 
bureaucrats. A simple sign-posting 
service Is not on.” 

The key staff in the centres will 
be the “personal business advisers”, 
people with a background in either 
the commercial sector or public sec- 
tor business agencies, who will help 
b usinessme n and women diagnose 
their problems. If necessary they 
win refer their clients to specialist 
consultancy help, to business data- 
bases and to sources of public or 
private funding. 

The business advisers will be 
trained to a uniformly high stan- 
dard and the centres will be expec- 
ted to obtain accreditation to the 
BS575Q quality assurance standard. 

The target market wifi be estab- 
lished small and medium sized busi- 
nesses with growth, prospects rather 
Qian the new start-up. 

Hie one-stop shop proposals are 
still under discussion in a steering 
group which includes RffHan Shep- 
hard, employment secretary, and 
representatives of the TECs, the 
chambers, local authorities and 
Business in the Community — so 
their final form is still undecided. 


But the DTI plans to publish a 
prospectus by the end of November 
and wants bids in from the TEC-led 
business groups by January. 
Between 10 and 15 of the new busi- 
ness centres are expected to be 
operating from April 1 and the 
national network is planned to be 
completed within about two years. 

'nils is an ambitious timetable. 
The DTI says there is a wave of 
enthusiasm for the idea but imple- 
m entat ion will affect many mem- 
bers of the business sup- 

port network. 

The chambers of commerce, in 
particular, are giving them a some- 
what nervous welcome. “If a small 
business can go along to a one stop 
shop for help why should it then 
join a chamber?” asks Ronnie 
Jacobson, public affairs and market- 
ing manag er at the London Cham- 
ber of Commerce. “This puts us in a 
very odd position of helping to pot 
ourselves out of business. Why 
wasn't funding put into the cham- 
bers to let them provide a better 
range of services?" 



AeNey Aahmjod 


First steps: Christine Parker, manager at BJrminQbam’ft newfr-tauocbed First Step Shop 


G raham Ashmore, a direc- 
tor of the Birmingham 
Chamber of Commerce, is 
concerned that the one- 
stop shop programme cuts across 
the chambers' own Effective Busi- 
ness Support programme to create a 
core, network of 50 chambers meet- 
ing a common quality standard. 

Even the TECs, which will lead 
the local partnerships, have their 
worries. Many have already begun 
working closely with their local 
chamber of commerce, enterprise 


agency and other business organisa- 
tions and they are keen that the 
one-stop shop programme should be 
seen as emerging naturally from 
these activities rather than as a rev- 
olutionary new idea imposed from 
on high. Bi rmingham formally 
launched its own First Step Shop 
earlier thfat month in an initiative 
involving the TEC, chamber, city 
council and the DTL “We were 
working on this long before the gov- 
ernment announced its plans,” says 
Christine Parker, the manager. 

Not that the DTI programme is 
the first time that anyone has 
thought of one-stop shops. The pres- 
ent government launched a pilot 
network of six “business shops" to 
provide start-up advice and help 
with tax and social security prob- 
lems in XS89. hi 1990 the labour 
party outlined plans for a “one-stop 
business service”. 

Crucial to the success of the new 
venture Is funding. The TECs 
already face pressure on their bud- 
gets and additional demands will be 
made by the onestop shop network. 

The DTI says it is unable to pro- 
vide a detailed costing of the new 
centres, although it estimates the 
start-up costs over the first two 


years of each of the pilots could be 
£500,000. of which £300,000 might 
need to come from the government 

Some of the running costs may be 
met by the local authorities and 
from EC funds, while the centres 
mil also charge for services where 
appropriate. But it is likely that the 
TECs win also be expected to com- 
mit a substantial part of their bud- 
gets to running the one-stop shops. 
Hus could be as much as half of the 
TEC’s £80m annual enterprise bud- 
get, according to some estimates. 

Even If this money can be prised 
from already stretched budgets, is 
there strong demand for a new net- 
work of advice centres? The DTI 
view is that small business owners 
are frequently too busy solving 
immediate problems - particularly 
In the middle of a recession - to 
realise their own long-term needs. 

Others disagree. Some specialists 
believe that small businesses would 
rather be relieved of the burdens 
placed on them by government - 
red tape, tax administration - than 
have these forms of assistance. 

Stan Mendham, chief executive of 
the Forum of Private Business, que- 
ries whether small business needs 
what he sees as yet another level of 


business support on top the existing 
organisations. “When wifi the gov- 
ernment learn to use what is 
there?” he asks. 

There is certainly a case for ask- 
ing why the government should 
now be seeking to create a uniform, 
national network of business sup- 
port so soon after abolishing 
another centrally organised and 
nationally known agency, the Small 
Firms Service. This was taken over 
by the TECs, each of which adopted 
a new label for the service and a 
new method of working. 

The DTI acknowledges that it is 
being prescriptive In setting a gen- 
eral framework for the new network 
but says that local business organi- 
sations will determine the detail. 

It believes that the new network 
wifi provide a quality at business 
support equal to or better than that 
available from the continental 
chamb ers of commerce - without 
adopting the continental model of 
compulsory registration for all busi- 
nesses. A network which avoided 
compulsion, deeply repugnant to 
government and -most business 
or ganisatio ns, could create a hew. 
much needed British model of small 
business support. V 


M ost business plans are 
not very good, says Brian 
Finch, in the introduc- 
tion to his guide* to the subject of 
waHny business proposals. 

This is hardly surprising since 
most business people will usually 
produce only one or two in their 
careers. 

Start with a short, preferably 
one-page Introduction, Finch sug- 
gests. You have only a few minutes 
to make a good impression and by 
the thnp the reader has finished 


Planning on a good impression 


the summary, you have either won 
or lost 

The summ ary should be written 
after you have written the rest of 
the business plan because it must 
tell the whole story of what yon 
are proposing. Establish why you 
are writing the plan. Is tt to raise 
to help sell the business or 
as a general management aid? 


Neva: use jargon. Your plan may 
be passed on to non-specialists and 
even the expert appreciates ideas 
being expressed in plain English. 

Make it easy to read, says Finch, 
a c or por a te finance associate with 
London-based accountants Black- 
stone Franks. The plan may be the 
most important thing in your life 
but it does not have the same 


importance for your potential read- 
ers. So if the plan is more than 
three or four pages long put in an 
index. Number the pages and use a 
clear type face with plentiful spac- 
ing. 

Remember you are telling a 
story so the narrative must flow. 
Do not devote too much time to 
particular aspects such as the his- 


tory of the company or your per- 
sonal itetirils in the main text. But 
at the same do not assume the 

reader knows how your company 
or its market place work. 

Your readers will expect that 
you have put a positive gloss on 
your achievements but do not try 
to deceive them by - forgetting to 
mention, say, pending litigation. 


Any deal will depend on trust so be 
careful not to destroy that at the 
outset Investors also have legal 
redress against directors who mis- 
represent matters. 

Do not leave it too late to pres- 
ent your business plan. Financial 
backers tend to distrust people 
who want an immediate answer. 


CB 

*Business Plans: 25 Waps to Get 
Yours Taken Seriously. Kogan 
Page. 86 pages. JCSL99L 


BUSINESS OPPORTUNITIES 


BUSINESS WANTED 


DOES YOUR COMPANY NEED FINANCE? 


UK and European Companies! 


ItFIWranTS.Uro SW * j-h * PE 


• Mgmt Buy-Ou ts/Buy-Ins • Working Capital 

• Post-recession Expansion * Acquisitions 

• Refin ancing/Restructuring • Debt Replacement 

and 

other funding purposes 
Call Oscar Williams on 071-353 4212 


or wnte to 


Capital & Management Pic 
Hamilton House, Victoria Embankment, London EC4Y 0HA 


?;L v : ‘isCl.- ;TICU\ 


You WANT A QUALITY OFFICE 
EFFICIENT STAFF 
AND PEACE OF MIND 
AND YOU WANT IT NOW. 



:<u. v :.'i. \ ' : t.\t 
•itr'Nf, r-i\v> 


Oar butineee centra are there for you. 
When you want them, for a long aa 
you need them. 

Tel: London 071 872 5890 
USA: Toll Free +800 311 66M 
Yoar partner In over 70 International business locations 


INVESTMENT MANAGEMENT 


Long established, reputable Fund Management 
business, which is pari of a publicly quoted group, 
wishes to expand through the acquisition of smalt to 
medium sized fund management companies or by 
attracting individuals who have funds under 
management. Equity available. Enquiries treated in 
strict confidence. 


Apply to Bo* A4448, financial Tunes, One SocdiwirV Bridge, London SEl 9HL 


LATEX EXAM. GLOVES IMPORTERS/DISTRIBUTORS 
WANTED 

An established Manufacturer in Malaysia with certified ISO 9002 
Quality System; Malaysian product Standard MS 1155 issued by SCRIM; 
and Product Quality tested and passed by BSI to British Specification 
No. TS S/D/3 00.010/1 seeks to appoint distributors or impanas of their 
above mentioned product. Interested partiea please fax to:- 

MATANG MANUFACTURING SDN BHD 
83- A JALAN LANGKASUKA 
LARKIN INDUSTRIAL AREA 
80350 JOHOR BAHRU 
JOIIOR, MALAYSIA. 

Tel: 60-7-377681 & Fax; 60-7-377680 


MeRCUR* 

cr-r-re re-i 


Management of Licensed Premises 
Due to Repossession Or 
Receiverships 

Mercury Latum Ltd cm c B ar abort or tang turn imagamart ol «* type* at Boeneed 
pren ti e ae te. puba. batata, nigM dube. cafe hare, ate Our network ol highly Uafewd 
puaowial own England. Scotland and Wrin . We offer euriooe adiemao tor continued 
operation at nMnn cost. Bmdwm waMih faywMng cr te tep b oal ng ; Mo m y I e lw o u 
U^ArT^BfabmmVU^Amhg^Tamms^Sbek,B774nP. 

082768461 


IS DISTRIBUTION A PROBLEM? 

Established, stable European consumer electronics/ 
professional audio distribution company has capacity 
available to market and distribute new products from 
quality companies wishing to gain entry into the U.K. 
and E.E.C. markets. 


All enquiries toe 

JJ Consultancy, FREEPOST, Walfinglon, OXFORD, 0X9 5BR 


AGENCIES 

FOR AUTO INDUSTRY 
SOUGHT 

Established UK manufacturer of highly quality spot welding equipment 
supplying car assembly plants in over 30 countries seeks agencies for (or 
h oen oBi to nrnwt&cture?, co mp limentary pcodtuta. 

The company has long established relations h ips with major European car 
manufactured and a sales and engineering team to service sales at plant teveL 
Any products used by car plants hi the assembly process may be considered. 

■ Reply in confidence to Box A4432. financial Ttaiea. 

One Southwark Bridge London SEl 9HL 


Private Company 

ta wmf a rtori ag specialist Ebbs for ifac disabled market and whose mam prodoct 
tine is protected by patents requires equity investor for future expansion. 
Turnover in excess of £2 adJBcn with considerable scope for omcbcvc expaorioo. 
For farther de tail s, please pbone or writeto: 

Honey Barren A Co, 51- SSC Mic dg e Road. EastboBme. Bast Sussex BM21 4SF 
• Tel: (0333)412277 


UK CARPET YARN MANUFACTURER 
Well established manufacturer of 
wooQm spun car pel yam lo the weaving 
sad tefliug sectors, capacity to produce 
in excess of 20 manes per track, looking 
in devdop the busmeas to lbs mi stage 
lo reach its foil potential dibcr in the 

TJKllfE to fl pw 1 Vwitkm 

Writs to Bote A44S1. Financial Timet. 
One Southeast Bridge, London SEl 9HL 


RECOVERY IN St GUT. Repair da mag a/ 
ensure growth with rapid financing and 
profosesma! he^ hue* Cay and Industrial 
RmuMss Pte 07l-4C&420ft 


SSffOH MANAGEK&tXKECTOfS nqukad 
tor consultancy tenfeea. Csrslaif earner 
davalopmam opportunity for successful 
prctestiorskL Uadwdng, Bronchi background 
rfsatattL CV id MX ASC Own 2* Rid lion 
Snet London WC1R4SA. Tat 071-831 8191. 


BUILDERS MERCHANTS 
WANTED 



GERMAN/AUSTRIAN MARKETS 


Mar Max Consulting Group is a German business 
consultant specialized in the strong environmental 
technology and construction markets in Germany and 
Austria. 

MarMax Consulting Group maintains contacts to a 
clientele of over 15.000. 

MarMax Consulting Group offers representation 
and/or consulting services ia company formation, M + 
A, personel, marketing, technical and legal procedures. 
The use of our address and office services in Munich, 
Erlangen, Hannover, Berlin and Vienna is possible. For 
more information please contact Thomas M. Gsell, 
MarMax Consulting Group, Bodenseestr. 29,8000 
Munich 60, Germany. 

Tel.: 089/829147-0 Fax: 089/829147-50 


* Single or multiple Branches 
<- Central, South and South 
West England 


Please write to: - 

C.M. fisher Esq., Chairman, 

Shatpe & fisher pic., Gloucester Rd, 
Cheltenham, Gloucestershire, GL51 8PR 


WOODCON PRODUCTS Manufacturer of Visual 


Planning products for industry, and Display Systems for-, 
the hotel and catering industry, seeks a compatible.' 


the hotel and catering industry, seeks a compatible.', 
business or products which would benefit from a* 
nationwide sales operation. 


Please reply to Box No A455.1 , Financial Times, 
One Southwark Bridge, London SEl 9HL 


TRADEMARKS 





ft ; i $ HWTS? j cw 


Cuuuuty legMnd k> mu mjrts*- midd 
ntiw, Oam estns b l s rode mta offer 
a eom l dc whla opportunity for a major 
jnmnurttaul map rad tuUrnicr coapmy. 
To iq|Mr yarn tatuccu (phdpk oojy) 
H hmwh UK 

n — a rtiWaffns 
MAR Karim Limited - 
«UU Nanmad High Sired 
Lands SKZ79NR 
rmnonwiduo 

Tries MBS* &HLOYDC 


CHANNEL ISLANDS 
OSsbone Company Formation and 


Adnunmtniion. Also Liberia. Pan- 
ama A AVI etc Total offshore 
fhdticics and services. 

For details and appointment write; 
Cray Trust LhL, Beknou Home, 2-6 
Brim* R-L St Hsfer, Jeney.CJ. 
Td: 0534 78774. foe 0534 33401 
Th 4152227 COFORM C 


ON SALE: 


Part of real estate and 
respective government 
licence for the installation 
and- management of a 
casino in the capital dty of 
an Eastern European state. 

Tel: 6/3296599 Rome 


HTEkNATlOHAL CQUHER COMPANY 


•••ha warn r£«r for latsraatloual 
■xpjnmJm. Principal oponUmu In 
S. Amorfea; Miami HttlOte. '92 
MW a ppro x. 9,000,000 USA. H* 
Owl fc. la de pth tnma&moat. 


PHHQNMS MRS (410) 9244111 
USA FAX {410} 2*44307 


ARE YOUR AUDITORS 
TOO BIG FOR YOU? 


Or too small? 


We are a medium sized firm of Chartered Accountants 
offering a wide range of services. 


tf you would Dke further information. In strict confidence, contact 


Slater. Chapman & Cooke 
16A St James's Street 
London SW1A 1ER 
Tel: 071-630 7621 retJRFL 


Contact nought with 
boalnesses seeking 
development capital 
or outright sale. 
Call (0792) 474111 
Fax (*792) 474112. 
F.F.M. 

Mergers Acquisitions 
Private Equity Funding 


Established Lessor wishes lo 
purchase small to medium lease 
portfolio (fa part or whole). 
A rindni stnlor/rcedvtr enquiries 
welcome. All enquiries will be dealt 
with (a the strides! confidence. 
Write to Box A4433, Financial Timet. 
OneSemheark Bridge, London SEl 9UL. 


NEED HELP? 


Dynamic main board 
MD/FD will work with you 
to ensure success. 


Ref JBS 

Tel 0494 758578 


BUSINESS 
AND ASSETS 

Of solvent and insolvent 
companies; for sale. 


Business and Assets. 

Td 071 262 1164 (Mon - Fri) 


rOUft MAHJNG, ADDRESS riLorrin Paris. 

Sorfin, Frankfurt, Madrid and 70 rthw tep 

locations we A hiiJ e Col Repo an 071 872 
3500 


Tow Oi siw e Office. Msnnln Secretarial 
Services Ltd. Me at Man Tel: (0E34) 672411 
FajcSTWB. 


Dn tCC T MAIL LISTS A SERVICES 100‘S at 
ready-made lists immediately available. 
SuppBwe to leading UK companies Free 
catalogue. MartM-acan. Freepost. Cm- 
' cheater. Sussex. Tel 0243 mm 


COMPANY FINANCIAL CHISIS7 y^xDqayenrbnriaoineriaplW! 
Call Rescue Option 0630 816210 ( VCRjAcgve privuc famsmcshwe^^hjud 

Don't leave II loo latel v SMBambm*. MWlSTWW 


PATENT FOR SALE, Acdrinad oadufca! 
dwtae M «w eecuriy, far tattler Hocmafcn. 
Fax 020302199- 


STOCK URGENTLY RECURS) FOR EXPORT 

IwrainfTaaioCBnpiryatecuMypQte 

wpeilor prices tor top (poky ntsi orianwj 
canuRHimcTBfdkaL Tool band pnacSan. 

WmdKtfonxpnartndpvMrt Deriulh 

fteprieetien*. Ccraaa Bwa G —e ri er tor 
knmfetextim avmMmonbtenamf 
-Pl£lQ4affC<xAEfe}tptggte,UarrhMarlfi 
SWOTefcOtt 33 7 1020 Fat 061 237 1031 


MAULEY STREET BUSINESS CENTRE. Fulfy 
serviced cfflcee, business address, besrd- 
ran Sir isowtariaf earvtqoe plus tree 
totepbone and menage taking tor further 
dettlb. Plume; (01 537 5605. 


YOUR OFFICE 
IN LONDON 


From 7 Op a day. Accom/ 
Tel Ans/Tlx/Fax/Mail 


Tel Ans/Tlx/ Fax/Mai 
Box etc. Office Box. 

Tct 071 436 0766 
Fmc 071 580 3729 


BULK PURCHASE - Mean Tatocooe U.K. 
To Offer T ele ph o n e Syaanra N Recession 
ftfeMl NOW OR Ml 338 1 750. 


TELEPHONE SYSTEM Urge capacities. 
Vary recent manufacture. Estensire 
(aerifies. Considerable sawings. Canted: 
Manor House 0403 710779 


INSURANCE COMPANY 
CLOSES CITY OFFICE 


Large Quantity or Goad Quality Furniture. 

5 Boardroom tables, Doaka, Chairs, Cupboards. 
Also Largo Quantity of Leather Chairs. 


MUST BE CLEABED BY END OF MONTH 

LONDON - RING: 081 549 9389 
NORTH - 0642 24S718 


BANKRUPT 
OFFICE & 
SYSTEMS 
FURNITURE 

1 Stocks of Steelcase, Herman 
Miller, Knolf, Westmghouse, 

; Vitra Chairs, Gordon Russell, 
Boardroom Tables, Genera! 
Desks & Filing 
TEL: 071-281 9005 
FAX: 071-281 4407 
! If you are SELLING we also BUY 


AUCTIONS 


NEXT AUCTION 


of life assurance policies 
for investment will be held 
on Thursday 6 November 


Telephone 

HJB. Foster & Cranfield 
071-908 1941 for catalogue 

A Member of FIM BRA 
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SUS Holdings Pic 
Megatex Limited 
Eurolan Limited 
SUS Computers Limited 

i All in Administrative Receivership) 


The Joint Administrative Receivers offer for sale 
the whole of the issued share capital of 
Technical Engineering and Maintenance Pic 
(TEAM Pic'), Com puterent Pic and Technology 
Procurement Incorporated, and the businesses 
and assets pf the above companies which are in 
administrative receivership: 


louche 

Ross 

& 



A renowned hardware maintenance and 
disaster recovery company. The company 
offers all aspects of technical support and 
consultancy, including computer hardware 
and software support 

Based at Walsall West Midlands' with five 
company sites throughout the UK. 

Turnover approximately £4-2 million. 

Approximately 67 employees. 


SUS Computers Limited 
and 

Megatex Europe Limited 

iBoth in Administrative Receivership) 



Harland Simon Group PLC 

(In Administrative Receivership) 

Following the appointment of Nick Lyle and Roger Powdrill as 
Joint Administrative Receivers of Harland Simon Group PLC, 
there are being offered for sale the operations of the Group which 
specialise in the design, manufacture and installation oF drive and 
process control systems, manufacturing automation systems. Press 
Control and image processing systems. The major components of 
the Group are; 

OHS Control Systems Limited and Cortina Limited 

- Market leaders in the design, manufacture, safe and 
installation of drives and control systems, principally to the 
newspaper, paper and metals industries* 

- Turnover approximately £17 million per annum. 

- Operations located in UK and USA. 

□ Harland Contraves Limited 

- Design and distribution of electronic drives and systems used 
in motion and process control applications across a number 
of industrial markets. Located in UK, Ttaiy, Germany and 
Switzerland with an extensive agency network. 

- Turnover approximately £23 million per annum. 

OHS Automation Systems Limited 

- Design, manufacture and installation of bespoke automation 
solutions for the automotive, materials handling and food 
and beverage industries. 

- Turnover approximately £17 million per annum. 

□ Harland Bauteil Limited 

- Major supplier of controls for the oil, water, paper and gas 
industries. 

□ Harland CrosReld Limited 

- International market leader in design, manufacture and 
installation of advanced print register control products to the 
printing industry. 

- Turnover approximately £11 million per annum. 

- Located in UK. Italy, France, Germany and USA together 
with an extensive distributor network. 

For further information, please contact Paul Holden or 
Nick Edwards at the address below or telephone 0908 690022. ■ 

Detttsfeucta PO Box 810. Friary Court, 65 Cniiched Friars, London EON 2NR 
ttlMtal f Tel: 071 936 3000. Fax: 071 480 6958. 

- - AmiorisaJ by tic loumne at Cbuicrai Aocotoiiams in Eofhod and Wilts to any on Int egra* Bmiwcw- 



* Authorised DEC dealers and major 
independent suppliers of new and ex-rental 
DEC equipment and compatibles. 

■ Based in freehold premises at Walsall West 

Midlands. 

■ Combined turnover approximately £18 million. 

■ Approximately 25 employees. 


Eurolan Limited 

(In Administrative Receivership) 


Management of the entire installation of all 
network types incorporating consultancy, 
design and installation, project management 
and maintenance. 

Turnover approximately £0.75 million. 
Approximately 3 employees. 


Computerent Pic 


1 Lessor of DEC equipment to Blue Chip UK 
companies. 

Turnover approximately £1 million. 


louche 

Ross 
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Norman Rollo (Motors) Limited 

The Receivers offer for sale as a going concern the business 
and assets of this well established Fife and Clackmannanshire 
motor dealership. 

O Turnover of approximately £5 million. 

□ New and second hand car sales in excess of 600 units. 

□ Above average performance for this marque of dealership. 

□ Excellently situated, recently built freehold premises 
comprising showroom, workshop and offices in 
Kirkcaldy. Fife. 

□ Refurbished satellite showroom, workshop and offices in 
leasehold premises in nearby Dunfermline. 

□ Experienced sales, service and office staff. 

For further details, please contact either Robin Wilson or 
Roy Russell at the address below. 

39 St. Vincent Place, Glasgow G1 2QQ. 

Tel: 041 20 4 2800. Fax: 041 22 1 1864. 

Autiioraed by thclnauiueor Chartered Accoununu in England end W«k» lo out} on In vestment Bmoo. 


Ross 

a 


* Fast growing supplier of VAX systems and 
peripherals in USA: 

■ Located in Danvers - Boston, USA 

■ Turnover approximately $8.5 million. 

■ Approximately 25 employees. 


The Joint Administrative Receivers will only 
consider offers from a single purchaser for the 
whole of the issued share capital of TEAM Pic. 
Computerent Pic and Technology Procurement 
Incorporated. 

For further information please contact 
David Lovett or Simon Allport 
Arthur Andersen, 1 Victoria Square, 
Birmingham, Bl iBD. 

Tel: 021-233 2101, Fax: 021-643 7647. 


Arthur 

Andersen 

Ah ihl r Andersen u Co SC 

Arthur Andersen » authorised by the institute of Chartered Accountants in 
England and Wales to carry on investment business. 


B&F Carter (Engineering) Ltd 

(In Administrative Receivership) 

The Joint Administrative Receivers, G. J. Watts and K. S. Chalk, 
ofTer for sale the business and assets of the above company situated 
in Bolton. 

The company is a bespoke manufacturer of gears, gear boxes and 
wire extrusion machinery. 

The main features are: 

O Substantial current order book. 

□ Current turnover some £3 million. 

□ Freehold sue of some 3 acres. 

D Experienced workforce. 

For further information please contact K. S. Chalk or Bill Dawson 
at the address below. 

Abbey House, 74 Mosley Street, Manchester M60 2AT. 

Tel: 061 228 3456. Fax: 061 236 0720. 

Aatfmrriod by ihc taUier orctanered Atcooama a£afhuvi and W«fca to any aa Ibuoukse Badness 


FOR SALE 


MACHINE TOOL COMPANY 


Sbcceu&I tad hug established Machine Tool Company for ale, or adtSdoo 
lo product range. 

. Over 85 yean in the business • Loyal and capable staff, 
miih g nirhf irmrini Northern based whh 

170 approx. £1®. good asset base. 

• Excellent product and customer profile with 
Company name and quality respected worldwide. 
WatjarJmkB-AtakbBaxAU55,FfM^dan^^tSaiammkan^^MdomXi 9UL 


FINE ART PUBLISHERS 

Complete with stock of 40£00 
quality prints & all artwork etc. 

2 UK distributors and 4 in USA. 
International customer list. 

Can relocate anywhere. 

Ail Inclusive price £55,000. 
Lakey & Co (0394) 273371 


NORTHERN BASED TRADE 
WASTE COMPANY 
FOR SALE 

Swrilw i nlnyiwlliiflilewj TnAmr 

2000 Cramer Base Keeydmg Centro, 
Twoover £260^00 Paired for 
jahuoul growth Forijali oofy. 
Writs u Bax ASMS. Ftaadal Tines, 
QaaSaafamk Bridge, Loa&ntSEl 9HL 


East Midlands Plant 
Hire Company 

Offers are invited for dns long 

established business with 
turnover circa £lm. 

For further details contact; 
Cooper-Parry, Prior & Palmer 
0332295544 
Reft MF 


West Germany 
Veterinary Drags 
Manufacturer 

The owner oflns. far sale the 
business and assets of the 
company. 

ContacCftcc +44 71 794 6275 


Mafecte 


louche 

Ross 
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Gelfer Limited 
Dennes Scotland Limited 

The Joint Provisional Liquidators. R. A. Powdrill and 
D. C. Griffith of Touche Ross & Co. and D. Nisbet or 
Halpcm and Woolf, offer for sale the business and assets of 
Gelfer Limited and Dennes Scotland Limited which manufacture 
headwear and tics respectively from premises based in Glasgow. 

□ One of the few headwear manufacturers in the UK. 

□ Established blue chip customer base for both businesses. 

□ Combined turnover of £3.2m, 

□ Experienced workforce. 

□ Trading from recently refurbished leasehold premises 
in Glasgow. 

For further information please contact D. Campbell Griffith or 
Robin Foster at the address below. 


39 St. Vincent Place, Glasgow G1 2QQ- 
Tel: Ml 204 2800. Fax: 041 221 1864. 

Aolboriaed b> the lnnuiut of Chanoed Accoununu In Engbad end Wale* 10 carry on Imtsnnciu Bnamrgi 


EDL (Packaging Systems) Limited 

(In Administrative Receivership) 

The Joint Administrative Receivers offer for sale the business and 
assets of the established design, manufacturing and commissioning 
facilities operating from prestigious freehold premises in North Devon. 

□ Turnover in excess of £3 million per annum. 

□ Range of standard and bespoke packaging machinery. 

□ Substantial spares and service division. 

□ Firm and potential order book in excess of £1.5 million. 

□ Freehold factory and offices extending lo 51,000 sq ft. 

□ Extensive inventory of plant and machinery. 

□ Skilled and experienced workforce. 

□ Profitable USA sales and service division. 

For further information, please contact Roger Pearce or David Bird, 
the Joint Administrative Receiver, at the address below. 

Queen Anne House. 69/71 Queen Square, Bristol BS1 4JP. 

Tel: 0272 211622. Fax: 0272 292801. 

Authorised bylhc I nun utcoT Chartered Accounuuuim England and Water to carry oa Investment Bdrinoa 


ETHNIKI KEPHALEOUSA. 

ADMINISTRATION OF ASSETS AND LIABILITIES 

REPEAT GALL TO TENDER FOR THE HIGHEST BID 

"ETHNIKI KEPHALEDU S.A. Administration of Assets and Liabilities - of 1, Skoolcnioa Street, Athene, Greece in its 
capacity as special Liquidator of- - ViovaNe SA - Cast Steel Thessaloniki accenting to the provisions of article 46a of Law 
1892/1990 (as supplemented by article 14 of Law 2000/1991), appointed by virtue of the decision No 2019/1992 of 
Tbessalonflct Court of AppeaL 

ANNOUNCES A REPEAT CALL 

for the highest bid whh sealed binding offers far the sale, in into of the Assets of the Company “Viovatve SA - Cast Steel 
Thessaloniki - with head office in Thessaloniki (the Company'') described in detail in the OFFERING MEMORANDUM of 
July 1992. 

ACTIVITY AND BRIEF DESCRIPTION OF THE COMPANY 
The Company was rounded in 1975 with bead office in Thessaloniki, and operating until the end of 1980. Then, it was 
decla re d in bankruptcy and mull the end of 1986, when it was subject to the special liquidation provided by article 7 of Law 
1386/1983. was involved so the industry products of water works and irrigation made limn can bon (valves, wells, e-Lc.). 

The Company owns a factory which has been oat of opera tio n since 1986. locat e d on a 16,497 m* terrain at the 18th km of 
the highway of Thessaloniki* Verna, containing buiidipgs, machinery and ether eq u i p ment, Jumfturc, ready-made products, as 
well as an electric power suhstmmn. 

The Company also owns land of 1<L3 12 m* in Agios Aiheoassios, Thessaloniki. 

CONDITIONS OF TENDER 

1. For this purpose, interested panics arc invited to ropiest from the Liquidator the Offering Memorandum as well as the draft 
of a letter of Guarantee and submit a sealed binding offer to the Thessaloniki notary public responsible far the invitation to 
tender Mrs Mary KoLydaLri-Spanou, 3 Iktinou strand Floor), tel 30-31*273598 up to 23rd November 1992 tt 12X0 hours. 
The submission of the offers must be made in pcisoa or by legally appointed representative 

2. The offers will be unsealed before the above mentioned notary public on 23rd November 1992 at 13.00 hours in the 
pr e s en c e of the liquidaor and all persons who have submitted offers within tho prescribed use Omit. Offers submitted after 
the prescribed time brail win not be accepted and will not be laktn into accoom. 

3. The se aled binding offers most dearly indicate the offered price for the purchase, in two, of the Company's Assets (as it is 
described in the OFFERING MEMORANDUM and the means of settlement, while the payment will not be dependent on 
any leans or conditions whatsoever and must be accompanied by a 6 months due, letter of guarantee issued by a bank 
legally operating in Greece, amounting to thirty mfllkw(3 0.000.000) DRA. 

In the event that the bidder, to whom the Assets of the Company have been sold, does not abide by his obligation to appear 
and sign the relative soles contract within thirty (30) days than being invited to do so by the liquidator, and u> carry out the 
obligations resulting from the present invitation, then the above motioned guarantee of thirty million (30.000000) DRa 
wig be fcrfotcd in favour of the liquidator "ETHNIKI KEPHALEOU S A. Administration of Assets and Liabilities”. 

Guarantees deposited for participation in the tender win be returned lo the other panicipaau, alter Ihc adjudication of the 
tender, and to the highest balder of the tender after the completion of the procedure of article 46a of Law 1892/90- 

4. The highest bidder is the one, whose offer was judged by the liquidator and approved by 51% of the creditors as being in 
tbdr best interest*. 

5. The liquidator is in no way liable and has no obligation towards participants in the tender, either whh respect to his 
evaluation r ep or t , of the offers, which he will submit to the creditors, or in regard to his proposal evaluating the highest 
ladder. Also, he Is under no liability or obligation to those participating in the tender in the event of its cancellation or 
resumption, if the result is considered unfavourable by the creditors. 

6. Those taking part in the tenders and submitting offers will not acquire any right or claim, deriving from the present and 
from their participation in the tender against the liquidator and the creditors for any reason. 

7. The transfer expenses (as defined by article 46a of Law 1892/1990) will be home by the buyer. 

8. The delivery of the goods offered tor sale will take place at their present location. 

9. "ETHNIKI KEPHALEOU S.A. Administration of Assets and Liabilities - his no responsibility whatsoever for either 
incomplete or inaccurate description of tbc Assets of the Company "Viovalve S.A. Cut Steel Thessaloniki”, or for any 
actual or legal defects. 

10. For further information or for obtaining the Offering Memorandum, as well as the draft of the letter of Guarantee please 
apply kk 


.The head Office of 
ETHNIKI KEPHALEOU SJL 
Adminisration of Assets 
and Liabilities, 

1, Skoukniou sir. 

10561 Athens, Greece 
(Mr. feter Dracopookrt) 
Teb+30- 1-3231484-87 
Rue +30- 1-3217905 


HELIPORT 
inMARBELLA 

The owner offers for sale the 
business, licences, properly and 
other assets of the only Heliport 
in Marbella, Spain. 

Contact: Feu +44 71 794 6275 


b. The liquidator's agent Mr. 
Achillas K. Pitidis 
34, Tsmiski sir. 

(6th Floor, office No 62) 
54623 Thessaloniki, Greece 
let +30-3 1-28 1226 and 
+30-31-220353 


West Germany 
Piano Manufacturer 
International brand name. 
Hie owner offers for sale the 
business and assets of foe 
company. 

Contact Fax: +44 71 794 6275 


West Germany 
Private German Bank 

All Licences. Profitable. 
The owner offers for sale 
this established old bank. 
Contact Fax: +44 71 794 6275 
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FINANCIAL TIMES TUESDAY OCTOBER 27 1992 


BUSINESSES FOR SALE 


GREEK EXPORTS S.A. 
INVITATION 

for expressions of intend Id purchasing ihc assets uf 
HELLENIC MEAT INDUSTRY (ELVIK) SLA. 

In application of the government'* denationalisation policy and on the basis of 
Uw iOOQ/91, GRfififC EXPORTS S.A.. a subsidiary of the IIKLLKKIC 
INDUSTRIAL DEVELOPMENT BANK (l-TBA) SJL based m Athens (17 
Panepistimiou Street) has been appointed lirpiidalor by decision No. 937/1992 
of the Larissa Court of Appeal and intends to sell, through the procedure of 
article 46a of Law 1892/1990, as supplemented by ankle 14 oT Law 2000/91, 
the total assets of ihc IIOJJuN'IC MEAT INDUSTRY (I5.VIK) SJL based at 
Mcgala Kalyvia in the Department of Trikala in which It IUA S.A- has a 
33m share, the AGRICULTURAL BANK OF GRIsfiClt a 33.33% stare 
and Agricultural Cooperatives a 3333% share. 

11ms HHiJJtNIC MliAT INDUSTRY was founded in 1968 in Athens with a 
life Span of 50 years. From 1973 to 1976 the company has been under 
liquidation. It was revived on August 18, 1976 and has been operating under its 
present name since August 16, 1977. It has a pork breeding and « industrial 
meat unit installed on a self-owned site 0/819,000 sq. metres. 

I-I.VIK S.A. is a fully vertical uuii fur the production of pofk meal and 
sausages and is arrive in the production of animal feed, pock mem, meat by- 
products, sausages, slaugl tiering and meat trading and slaughtering services for 
third parties. 

Primary production includes the following products: maize for its own use. 
wheat which is sold as seed grain, soya beans which arc sold and milled 
products for aninul reed. 

Secondary production includes products processed from pork meat, 
slaughtering services and saa sage-making products. Slaughterhouse by- 
products arc also produced as well as industrial fat in liquid form. 1-lnally. pork 
meal and small quantities of other mail are traded. 

FINANCIAL DATA 
(m dmusaud drachmas) 


1988 


TuuU Assets 
Total Sales 


919,963 

1.046,738 


1989 1990 1991 

914.940 825,5 12 683.055 

1,129357 1.179,971 1.073,387 

Note: "lire above linancial -lara are derived from published balance sheets. 

D1 sNA'IIONALIS ATION PROCHDURfi 

I. Within 20 (twenty) calendar days from publication of the present invitation, 
imcrcsicd buyers must submit a binding, written declaration of interest. 

II. Potential buyers, after having promised in writing to maintain 
confidentiality , can receive the Offering Memorandum and have access to 
other infon nation concerning the enterprise for sale. 

III. 'Ihc announcement of a public auctiat for the highest bid will be published 
within the prescribed lime limits and in the same newspapers:- 

For any additional btfonnatiuii please apply to: 

a) 'I7ic head office or 1: f BA S.A. 

Dirccloraic of Participations 

87 Syngrou Avenue, 2nd floor, tel. (01) 929.4395 and 929.4396 

and 

b) GKia-K IMPORTS S_A. 

17 I’ancpistimiou Street, 1st floor, TcL (01) 324.31 11-115 


CREATIVE PARTNERS LIMITED 
(Formerly The Rodley Group Limited) 

The Joint Administrative Receivers, Gary Blackburn and 

George Stein, offer for sale the business and assets of the 

above graphic designers and photographic studio. 

Principal Features Indude:- 

■ Freehold premises known as Rodley Studios, 
totalling 12.500 sq. ft. based in Rodley Leeds, 
on a site of approximately half an acre 

■ The refurbished premises include three purpose built 
drive-in photographk studios 

■ Turnover approximately £l million per annum 

■ Order book of approximately £300.000 

■ Highly skilled staff uf 12 


For further details please contact: - 
Gary Blackburn FCA, 

Joint Administrative Receiver, 
Kidsons tmpey, 

Barclays House, 

41 Park Cross Street, 

Leeds LSI 2 OH 
Telephone 0532 422666 
Fax. 0532 422038 


KIDSONS 

mm 


Chartered Accountants 


FARM AND EQUESTRIAN 
CENTRE ESTATE 

The estate covers some 87 acres in one of the most beautiful areas of the 
country within 15 miles of the centre of London. The farm house is 17ih 
century which k covered by a presentation order. Tte tmjor feature of the 
estate is the fully licensed Equestrian centre with national standard 
facilities for all Equestrian events. The estate is being sold freehold and the 
farm and Equestrian centre as a business are highly profitable. 

Stan lawn Investments Ltd, 31 Canons Hill, 

Old Coofad on, Surrey CR5 IHB 


FIELD SALES 
PROMOTION COMPANY 

Duo to retire m e n t thin mieco oift tl, 
won CHtnblUbcd and very profitable 
Company providing lending KMCC 
Mauurieluren/DIatrfbutoro with 
Mah qualify field aorvlecns contract 
sales rcprceonUUoo, mcra h nndiri n g; 

In-stOTO activity; Is for Sole. 
Interested Principals should write 
to i Ref. HCN Business Partners 
International, 53-64 Bay market 
London 8W1Y 4RP (no caller*). 


CENTRAL SCOTLAND 

Small Agency, poised for 
expansion, for sale covering 
the supply of machinery 
and equipment to Scottish 
Manufacturing Industries. 

Pleat* write (O Box A457I . Ptnaodct Timer. 
One Southwark Bridge. London SEI WIL. 


West Germany 
Manufacturer of 
Rubber Hoses, Fire Hoses, 
High Pressure Hoses, 
Sockets, Nipples, 
Turnover DM 100m. For Sole. 
Contact: Fax: +44 71 794 6275 


West Germany 
Leading Chemical 
Manufacturer 

Organic and inorganic chemicals, 
rccyclying. Turnover DM250m. 

High])' Profitable. For Sale. 
Contact Fax: +44 71 794 6275 




FOR SALE 

-High Quality Architectural 
Wall Cladding Panel System. 
-Good UK Market Share. 
Product and Manufacturing 
Equipment Only. 

-Current Specification 
Listings. 

-Rare Opportunity to Purchase 
an Established and Tested 
Product 

fVriti m BnxM4S6, Financial Timer, 
On* Southwark Bridge. London SEI MIL. 


West Germany 
Toy Manufacturer 

IBgh quality, turnover OMSOm, 
profitable. The owner offers for 
sale the business and assets of the 
company. 

Contact: Fax: +44 71 794 6275 


West Germany 
Special Machine 
Manufacturer 

Turnover DM70m, profitable. 

For Sale. 

Contact: Pax: +44 71 794 6275 


West Germany 
Leading Manufacturer 
of Soaps, Detergents, 
Cosmetics. 

Turnover DM250m. For Sale. 
Contact Fax: +44 71 794 6275 


Appear in Rio 

financial Timas on Tuesdays. 

Fridays and Saturdays. 

For further information or lo 
advertise in this section 
ploase contact 
Kart Loynton on 
071 873 4780 
or Melanie MUes 
071 873 3308 


FINANCIAL TIMES 

ImO’nwwiI K Jir»ln/n 


COMMUNICATIONS 
COMPANY 
Trading for 8 Years. 
Large Customer Base. 
Owner Prepared to Stay On. 
For Further Details Fax: 
0872 573955 


TRAVEL AGENCY PRIVATE PLC. 
ABTAJIATA Offered for sab My opoafattL 
Est 9 yeas. *| Cfcy of London. 170 appro 
On. Witt tt Ben A4437, FfenneW Tam 
OmSflUtMttkEHd^ London EE) DHL 

VDB) TAPE WNDMOSUsnESS far sate. 
Well eelabSshtd with faiMt equipment. 

Seam lease, far farfim deMe write to Box 

A4960, Financial Timm. One Sowftwxk 
Bridge. London SEI 9HL 


Salthrop House Hotel 

Swindon, Wiltshire 

A beautiful late 18th Century country house hotel 
with planning’ permission for 62 letting bedrooms 

10 en suite letting bedrooms 
5 reception rooms 
Cellar restaurant 

l6Vs acres of mature gardens and parkland 

Currently not trading 
£500,000 for the valuable freehold interest 

Subject to contract 


RefcDMG :vZ 


LONDON 

071 629 S171 


Knight Frank 
E & Ridley 

I N 1 1. It X \ r I Cl \ A 1. 


HUNGER FORD 

0488 682726 


NATIONAL DRILLING AND BLASTING CONTRACTORS 

. Peak Drilling Holdings Limited 
Peak Drilling Services Limited 
Peak Drilling Limited 
Hardy Taylor Plant Hire Limited 

The Join! Administrative Receivers offer (or sole the business and assets of the Peak Drilling Group. 
Principal features of the business include: 

• well established group with long term drilling and blasting contracts, located in North-West 
England, South Woles, and Scotland 

• turnover £2.5M (approxtmafefy 20% + of UK market) with 40 employees 

• leasehold premises at Spilewinter, near Chesterfield 

• substantial quantity of specialised plant and equipment. 

For further details, please contact Jill Howsam at Cork Gully, Cumberland House, 35 Park Row. 
Nottingham NG1 6FY. Telephone: (0602) 470658. Fax: (0602) 410192. 




fivk (iull) i. .wilnnwil in l he nan* 1 <4 Ci,<fvr-> & t Fk ilv Ukiiimk- ol I 'hstu.-iol 

An,niM:inl, in l.iv:U««l uni Wjfcx e*» .jtt> ,n Imevmcru llnsuie** 


jCork Gully 


J 


INVITATION TO TENDER FOR THE HIGHEST BID 
far the Purchase or the Assets of "TEMEA TECIINIKI &A- STUDIES, 
CONSTRUCTIONS AND INSTALLATIONS", of Piraeus, Greece. 

-ETHMKI KEPHAIJ-OU SA. Admiainraiina nf Ass t* anJ LW.ilite" of I. 

M liquidator erf TBJEA TKCHNIK1 SA. STUDIES, CONSTRUCTIONS AND INSTALFATIOW5 * a 
regiZrdoflke in Piraeus, Greece (ibe "CbmpanyT. which is presently under the sums of special Liquidation acconfing to Ihc 
pnmtiats of stride 46a of law 1892/1990, 

invites tenders 

for the highest bid by aibraisiaq of seated binding offers for the purchase hy public auction (the 'And bo") of ihc asuu of the 
Company, as a jwgle whole. 

BRIEF INFORMATION: The Company was founded in 1961 ami until 1990 (when It was first dcctertd trader liquidation in 
accordance wok Law 2190/1920) was engaged in the mmufactimag and Wade of machinery, calender milts and mechanical 
coastrodkos m 4 wah the study and survcfllanix of mechanical and elect roLogkal works. The Company's operations ceased hi 
1991 and no personnel Is currently employed. Assets include one plant in Piraeus built on a 863m’ plot wllb mechanical 

eq u ip m ent. vehicles. fumttnrcete, . . ___ . I 

OFFERING MEMORANDUM - FURTHER INFORMATION; Interested parties may obtain an Offerin g Mcmm amlnai la 
respect of the Company and the assets thereof am! any further iafortnation. upon execution of a confidentiality agreement 

TERMS AND CONDmONS OFTIIti AUCTION 
1. The Aurika ^ 3l1 take place in accordance with the provisions of article 46a of law 1892/1990, the terms and conditions set 
forth herein add the 'Terms and Cootfitkins ofSale'cwUafced m the Offering Memorandum. Arch provisions and other {eras 
and apply irrespective of whether they are metrttoaed herein or not. Submission of Hading offers shall mean 

a cceptance of snefa ptoviaore and other terms and coaditlons. 

2 BJntBag Offers; the partktpatiiM m the Aoriko mtcresteri parties arc hereby invited to submit binding offcm. not later 
than the 23nJ November 1992, 12.00 hoars, in the Piraeus Notary Public, Mis Cbariklia Amoral, eddied: S3, Htaaas Sir, 
Piraeus 185-35. let +30-1-412.68.73. Binding offers submitted later than Ibe prescribed time limit, as referred to 
hereinabove, shall neither be accepted nor considered. The offers shall be binding until tbs adjudkafoo. 

Letters of Gnnatte Bimfing offers mnost be aecumpanted by teuers of guarantee, for an wnouni nf dra twenty five mil Coo 



OUTSTANDING RETAIL OPPORTUNITY 
CENTRAL LONDON 

A multi -shop franchisee of the Body Shop is considering 
making available for sale one of their Central London 
Franchise Areas with its two existing shops. 

These shops arc leading at a substantial profit despite ihc 
current recession and expect to maintain that level 
throughout fhc current year. 

Any disposal will only be made to panics who can clearly 
demonstrate that they have the ability to maintain and 
continue to develop the principles of The Body Shop and the 
successful growth of these UK shops. 

Serious enquiries from genuine buyers (principals only) 
should be made lo: 


Mr. Raymond Gross 
RAYMOND GROSS & PARTNERS 
Chartered Accountants 
3rd Floor, Lloyds House, 

18 Lloyd Street, Manchester M2 5WA. 
Tel: 061 834 0565 Fax: 061 839 0218 


MANNED SECOflTy SERVICE 

OXFORDSHIRE 

The business and assets of 

Carterton Security Services Limited (In Administration) 
axe offered for sale as a going concern. 


Static guards, mobile patrols, courier services, 
central alarm monitoring and key ho Wing 

Annual turnover approximately £600K 

Lang standing reputation for high quality work 
Substantial customer base 


For further derail i contact the Administrator. 

Clive Eve rill, Shaw & Company, 195 Banbury Road, Oxford OX2 7AR. 
TcL 0865 310031 - Fax: 0865 310025 

SHAW & COMPANY 

Authorised to conduct investment business by the 
Chartered Association of Certified Accountants 



(25,000.000), rented, in accordance with the draU form of tetter of guarantee contained in the Offering Memorandum, by a ] 
bank legally operating in Greece, (o be valid until the adjudication. Letters of guarantee shall be returned after the , 
adjudication. In the event of non-compliance with lira provisions and other terms and contfitioos referred lo in paragraph I 
hereof, the leraert of guarantee shall be forfeited as a penally. 

Sob missions: Bimfing offers together with the letters of guarantee shall be submitted in sealed envelopes. Subrnredoos shall j 
be made in person or through a duly authorised agent. 

5. Envelopes contouring Ibe binding offers shall be unsealed by the above mentioned Notary Public in her office, on the 23rd I 
November 1992, ar 13.00 boms. Any party having duly submitted abrading offer shall be entitled to attend and sign (be deed j 
attesting the unseating of the bmtBng offers. 

Aa highest bidder shall be considered tint participant whose offer will be judged, by ibe 51 tt of Ibe Company's creditors (the I 
"O editors*), at their absolute discretion, apoa su ggestio n of Ibe liqukbtor. to be in Ok best ialcrestes of a W of die credit ors of ) 
the Company. 

7. The Kq nhfam r shall give written notice to the highest bidder to appear on the date and place mentioned therein and execute the 
comma of sale in accordance with the terms contained in ids binding offer and/or any other improved terms which may he 
suggested by (be Creditors and agreed upon. Adjudication shall be deemed to take effect upon execution of the contract of 
sale. 

All costs and e xp enses of any nature in respect nf the participation and transfer of the assets offered hereby for sale shall bo J 
exclusively borne by the participants and the purchaser respectively. 

9. The Liquidator and the Creditors shall have no liability nor obligation whatsoever towards the participants in relation to Ihe 
evaluation of the offers or the appointment of the highest bidder or any decision to repeat or cancel the Auction or nny decision 
whatsoever m ccwnecl i oa with the proceeding* and ibe making of Ibe Auction. The liquidator and the Notary rtuQ have no 
liability for any legal or actual defects of ibe assets. Safamtssfcm of binding offers shall not create any right for adjudication 
oar the partici pants shall acquire any right, power or claim from this invitation and/or thrir participation in the Auction against 
the Liqurdanx and/or the Creditors for any reason whatsoever. 

IQ. This invitation faas been drafted in Greek and translated hi English. In any event the Greek version shall prevail. 

For obtaining the Offering Memorandum and for any further information please apply to (he Liquidator of the Company: 
"ETHNtKI KEPHALEOU SA- Administration of Assets and Liabilities',, address: 1. Skouknlon Street, 105 61 Athens, Greece. | 
Tel: +30-1-323.14.84, fax: +30-1-321.79,05 (attic Mr. Peter P. Draeopoulos) or the Liquidator's agent: Mr. John Kldn, 
address: 19-21. Aracbmris Sir^ Athens 106 Sa leL +30- 1-360. 13.24 (rrom 1000 to 12J») 

INSURANCE BROKERAGE estabfahed 22 
years, commission approx. Cl 00.000. 

Based in West end. Owner retiring. 

OSers to Box No. A4453. Financial Timas, 

One Sectbwaik Bridge. London SEl 9HL 


Industrial & Safety 

Equipment 

Manufacturer 

Wei ling) tor nigh, Northamptonshire 

T6e Joint Administrative Receivers of Hi bass (Phoiomec) 
Limited offer lor sale the business and assets as a going 
concern. 

16e company specialises in two areas of manufacturing: 

■ infra-red machine gauge system equipment. 

■ Specialist equipment lor the primed circuit industry. 

Salient features include: 

■ rurnoverEi.Smillion. 

■ Established product and customer base. 

■ Skilled workforce. 

■ Leasehold premises 

■ Existing order book. 

For further information contact Myles Halley. Joint 
Administrative Receiver, KPMG Peat Marwick. Spencer 
House. 1 Clirtonvilie Road, Northampton. NNl 5BU. 
Telephone (0604) 34460. Fax- (0604) 32297 




eat Marwick 


FOR SALE 




RECRUITMENT CONSULTANCY 
(Temporary and permanent staff for office, catering! 
industrial and domestic placings) 

■ Profitable 

■ T/o £500,000 

■ Cash generative 

■ Blue chip customer base 

■ London location 


For further information contact: 

David Ucam 

Panncli Kerr Iknicr 

New Garden House 

78 Ilallgn Garden 

London JICIN&JA 

Td: 071 831-7393 
Fax: 071-405 (475 


PANNELL 

KERR 

FORSTER 

CHARTERED ACCOUNTANTS 


PBrocfl Kerr Konier am autarirol by Inidrare of Ctonred AcEBawatox la 

trtgUnd and Wiles » any na invaUML burinau Id (be Uaiiod Kfagdam 



Show-Wood 
Chair Manufacturer 

The Joint Ar&rtintetrattvfl Receivers of Joynson KoSand ood 
Company limited offer tor side os a going concern the 
business and assets of tMs comprary established since 1 883. 

■ Manufacturing Sim-Wood furniture for a niche nraket 

■ Supfiy^rnultipterBtailoiitelslncludbgv^kncwnnarTBs 

■ Producing 1200 seals per week from promises In 
HlghWyoombe 

■ Turnover approximately £6m p.a 

■ Room for expansion 

■ 1 IQ employees 

FoffarflwrWomwBoa pl ea se contact Ite Joint AtttnMttaffwfieceivKS 

Neil Cooper and Ipe Jacob 


ROBSON RHODES 

186 CIV RowUondon EC1V 2NU 
Telephone: 071-251 1844 Totex 886734 Fax: 071 -253 4829 
WMMte'uMMtfOianmMouUraMGqtotfawiMMrttcatyaii’iatiwrMtB 


GREEK EXPORTS S.A 
INVITATION 

for expressions of interest tn purchasing the 
assets of the Maritime Ironworks NAFSI &A. 

In application of ihc government's denationalisation policy and on the 
basis of Uw 2000/91. GRUIiK EXPORTS S.A-, a subsidiary of the 
IIBLUSNIC INDUSTRIAL DEVELOPMENT BANK (GTBA) S.A., 

based in Athens (17 Pancpisumiou Sued) has been appointed liquidator be 
decision No. 1208/1992 of the Piraeus Court of Appeal and intends to sell, 
through the procedure of article 46a of Law 1892/1990, as supplemented 
by article 14 of Law 2000/91, the total assets of MAKITTMls 
IRONWORKS NAPS1 SJV., based in Piraeus at 34 Meiboms Street, in 
which 1:TBA SJV. has a 95.89% share, with the balance ownod by various 
others. 

The Maritime Ironworks NAFSI SA was founded in 1985 following the 
merger of the joint-stock companies NAFSI S.A. and MIHANOURCEKI 
S.A. and is engaged mainly in the building, repair, conversion and 
breaking of ships and other era ft and in all types of machine shop works. 

The .company's productive activity is carried out at .its installations on 
premises rented from the Piraeus Pbn Authority at Peraano, in Attica, in an 
area of 16,040 sq. metres of which 8.440 sq. metres are covered and the 
remainder in open working and storage areas. There is the possibility of 
renting further space if circumstances nuke it accessary. 

The company has a self-owned industrial building in Piraeus of 1,195 sq. 
metres at 34 M dhoti is Street 

FINANCIAL DATA 
(in million drachmas) 



1988 

1989 

1990 

1991 

Total Assets 

1,067 

1.060 

1.872 

U97 

Total Sales 

3,350 

1.898 

832 

1,778 


Note: Ihc above financial data were derived from published balance 
sheets. 

DENATIONALISATION PROCEDURE 

L Within 20 (twenty) calendar days from publication of the present 
invitation, interested buyers must submit a binding, written declaration 
of interest, 

II. Potential buyers, after having promised in writing to maintain 
confidentiality, can receive the Offering Memorandum and have . 
access to other information concerning the enterprise for safe. 

I1L The announcement of a public auction for the highest bid will be 
published within the prescribed time limits and in the same 
newspapers. 

For any additional infonnation please apply Ux 

a) The head office of liTUA SA. 

Directorate of Participations 

87 Syngrou Avenue, 2nd fioor, tel. (01 ) 929.4395 and 929.4396 and 

b) GREEK EXPORTS S.A. 

17 Panepistimiou Street, 1st floor, TcL (01)324.3111-115 


Precision Engineers 

TheJoIrrfAtfafitfistraWveRet^wefsofAeroctHTiixBWfRsLfa^ 
offer far sale as a going concern flu business and assefs at 
IMS precision engineering company bgs*d in BudtaghamsMn. 

■ Precision engyieera to defence and avtatan nxJusfries 

■ ASAP 4, CAA approved 

SS 5750 cunertfy being assessed 

■ Sub oontrocrwoik and Government, blue chipana 
airline customers 

■ Turnover appropriately £700,000 p.a. 

■ 9 skilled employees 

For te R arW OBTie aw . ptea ra c«Wtf»JoMAdn* fcM 

Neil Cooper and Ipe Jacob 



The Marine Club 
LeadenhaH Street 
City of London 

The Joint Administrative Receivers of Skecahain Limited, 
G S Kinhn and P R Copp, offer for sale as a going 
concern the business and assets of (his kxig established 
and respected private luncheon dub situated adjacent to 
the Lloyds Building in the heart of the City. 

♦ Leasehold with 63 years remaining- rent of 
005 pa with no reviews 

♦ 3 Restaurants (300 covers) and separate bars, in all 
about 6fXX)sq. ft with qualify fuminizeand fifth tgs 
throughout 

^ Some 2,500 members 
4b Turnover to 31/12191 oft 1.043m 
Interested parties should contact P Banrop of rite 
Receivers' sole agents, Messrs Robert Dairy 8c Co, 

7 Upper Grosvenor Saxet, May&t; London WIZ9PA. 
Td: Iff 1-491 3026, Fax 07 1-629 9373. 

STOY HAYWARD 

A member ofHorwath International Arcomumas and Business AJvisrrs 

Audnrimi by ibcInsdruccofC Ihartcml Acruumaitts 
in EnKbnd aud Wales in carry ua investment busmeu 
>1 Baker Street. London W1M IDA. Tel: (171-486 58>tt. 


ROBSON RHODES 


186 Ctty Rood London EC1V 2NU 
Telephone: 07 1 - 2 51 1644 Tetac 885734 foe 071 -253 4629 

MM Br fe» MMi olCMMwr weouwra ■ ttpattatt m new* en 


ATTRACTIVE FREEHOLD HOTEL 
THAMES VALLEY/M4 CORRIDOR 

Excellent existing management require equity investment 
to cany out further property acquisitions 

£2 io£3 MILLION INVESTMENT REQUIRED 

DETAILS WRITE TO BOX A4434, FINANCIAL TIMES 
ONE SOUTHWARK BRIDGE, LONDON SEI 9HL 
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BUSINESS LAW 



the arbitration trap 

By Andrew Armfelt 


A s the third-world debt 
crisis begins to show 
signs of ending, 
needed capital - 
much of it in the form of direct 
foreign . Investment . - is 
returning to Asia. Latin Amer- 
ica and Africa. 

In the rush to attract foreign 
business, developing countries 
risk repeating the errors of the 
past. One such error has been 
to underestimate the impor- 
tance of the method selected 
for resolving international 
business disputes. 

Many transnational corpora- 
tions remain unwilling to 
make direct investments in 
smaller and poorer countries it 
those investments would 
require the company to take its 
disputes to the load courts. 
Rightly or wrongly, there is a 
strongly held belief that trust 
in the impartiality of courts in 
developing nations is too great 
a risk; 

The parties often agree to 
shift disputes to a neutral 
forum, which frequently means 
international arbitration under 
the auspices of private organi- 
sations based In developed 
countries, such as the Interna- 
tional Chamber of Commerce 
and American Arbitration 
Association. 

Arbitration Is designed to 
offer a neutral, expeditious and 
relatively simple method of 
resolving business disputes. In 
many domestic contexts, and 
some international settings, 
arbitration accomplishes these 
goals and provides a means of 
dispute resolution that is supe- 
rior in important respects to 
judicial 'prodesses. 

From the perspective of 
developing nations and their 
companies, however, the fair- 
ness and benefits of interna- 
tional arbitration are often 
questionable. 

. The principal areas in which 
third-world, parties can be dis- 
advantaged are -selection of 
arbitrators, forum, cost, and 
access, to. and supervision of 
legal representatives. Lurking 
in the background are funda- 
mental issues of national and 
international policy, under 
which 'arbitral awards are 
increasingly exempted from 
meaningful judicial review, 
even when-fcwards violate fun- 
damental norms of domestic 
public policy. ■ 

• Ordinary both.sides appoint 


one arbitrator and the two 
arbitrators, or an arbitral insti- 
tution, appoint the chairman. 
There is an understandable 
tendency on the part of parties 
to appoint a national as their 
arbitrator. Unfortunately for 
parties from the third world, 
unless their nominee is some- 
one of international stature, 
their interests tend to be 
poorly served by a national 
who is unfamiliar with the 
workings of international arbi- 
tration. 

If their nominee is seen to 
lack the stature of the other 
members of the panel, or seen 
to be partial, be will be ignored 
by die chairman. As a result, 
ordinarily the third-world cli- 
ent’s interests will be best 
served by appointing a Euro- 
pean. 

The odds are that if the con- 
tract specifies the law of a 
developed country, the chair- 
man will be someone from that 
legal system or from a very 
similar legal culture. 

By contrast, if the contract 
specifies the law of the devel- 
oping country, it is unlikely 
that someone from that coun- 
try will be selected. The result 
is that the panel is likely to be 
dominated by persons unfamil- 
iar with the law of the develop- 
ing country. 

Unless the contract has a 
forum-selection clause specify- 
ing otherwise, which is rarely 
the case, ICC and AAA arbitra- 
tions are conducted in devel- 
oped states, often London. 
Paris or Switzerland. 

The choice of a developed 
forum has a large number of 
consequences, none of them 
favourable to litigants from 
less developed countries. 

Even assuming the parties 
have selected the substantive 
law of the contract the proce- 
dure will be determined by the 
arbitrators, who will routinely 
turn to the law of the forum. 

In the case of a lengthy arbi- 
tration, the selection of a 
developed forum can impose 
large costs on the parties In 
terms of paying for the bearing 
room, housing of lawyers, par- 
ties and arbitrators, over and 
above the already high costs of 
lawyers who charge at the 
market rates in European capi- 
tals or the United -States, 

These costs have to be paid 
as the matter progresses, 
which may., put a strain op a 


party that lacks easy access to 
large quantities of foreign 
exchange. To these must be 
added the arbitrator’s fees. 

The fact that the panel will 
be dominated by Europeans 
means that the case will have 
to be presented in a European 
fashion, by counsel experi- 
enced in the procedures of the 
forum. The tribunal is likely to 
expect extensive research on 
the law and tidy presentation 
of the facts. 

While the developing coun- 
try litigant can hire equally 
experienced outside counsel, at 
a price, their work must still 
be monitored by Inside lawyers 
and executives who are 
unlikely to have the same 
amount of relevant experience 
as their transnational counter- 
parts. 

There arc no authoritative 
statistics on International arbi- 
tration results, owing to the 
confidential nature of arbitra- 
tion. Nonetheless, anecdotal 
evidence indicates that inter- 
national arbitrators have 
tended to decide in favour of 
transnational corporations. 

M ore fundamen- 
tally, interna- 
tional arbitration 
is premised on a 
distrust of developing coun- 
tries and their courts. It is 
characterised by a more infor- 
mal approach to so-called legal 
technicalities. As a result, even 
a solid claim or defence based 
on a formal reading of a con- 
tract will not necessarily pre- 
vail, Introducing costly uncer- 
tainty aa to the likely result. 

International arbitration con- 
verts disputes with significant 
legal, regulatory and policy 
dimensions into purely private 
contractual disagreements. 
Courts, whose duty it is to 
arfminisfw justice pursuant to 
law and policy, are replaced 
with private arbitration panels 
that often see their mission as 
merely to settle disagreements 
in accordance with “general” 
legal principles and prevailing 
business practices that favour, 
transnational corporations. 

This type of private justice 
inevitably ignores the legiti- 
mate regulatory interests of 
concerned states. The confiden- 
tial nature of most arbi- 
trations further impedes the 
enforcement of regulatory prt> 
tections in both developed 


and developing states. 

The New York Convention 
on the Recognition and 
Enforcement of Foreign Arbi- 
tral Awards could mitigate the 
potential bias inherent in Inter- 
national arbitration, in particu- 
lar, the convention reintrod- 
uces broader concerns of 
justice by empowering local 
courts to deny enforcement of 
international arbitral awards 
that are rendered contrary to 
“public policy”. 

Unfortunately, courts in 
many developed countries 
have employed an exceedingly 
narrow reading of “public pol- 
icy" - indeed more narrow 
than the interpretation of the 
same language in the relevant 
domestic context And, courts 
in developing countries, when 
confronted with international 
arbitral awards, have often fol- 
lowed the lead of the developed 
countries by enforcing arbitral 
awards. 

This has deprived the public 
policy safeguard to the private 
arbitral process of any real 
meaning, and threatens the 
legitimate regulatory policies 
of both developed and develop- 
ing countries. What should be 
a meaningful review of arbitral 
awards has come to resemble a 
rubber stamp. 

Courts charged with enforc- 
ing arbitral awards could 
restore the balance between 
private dispute resolution and 
public adjudication envisaged 
by the New York Convention. 
Meaningful review of arbitra- 
tion awards by enforcing 
courts would facilitate interna- 
tional commercial transactions 
and capitalise on the advan- 
tages of arbitration while 
avoiding the arbitration trap. 

Meanwhile, however, there 
has been a growing tendency 
in certain of the more well-off 
developing countries to insist 
on local arbitration, with even 
the express right to appeal to 
local courts. 

This attempt to redress a 
real or an alleged imbalance by 
merely tilting the table in one’s 
own direction is clearly a back- 
ward step. The only real solu- 
tion to the problem wifi be 
fraud in the hue international- 
isation of arbitration. 

The author is an Anocat a la 
Court de Paris, a solicitor and 
partner of the Paris and Lon- 
don law firm Veil Armfelt et 
Associes. 1 
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John Toulmin elected president of CCBE 


John Toulmin QC has been 
elected president of the Coun- 
cil of the Bars and Law Societ- 
ies of Europe (CCBE) at Its 
autumn meeting in Lisbon. He 
Is the first English lawyer to 
hold the office and only the 
second from the UK. The first 
was Judge David Edward, the 
British judge at the European 
Court of Justice in Luxem- 
bourg. 

Toulmin has been active in 
the CCBE since 1984 when he 
represented the English Bar on 
the UK delegation. Between 
1967 and 1990 he was leader of 
the UK delegation and was 


elected CCBE vice-president 
last year. 

He. has been at the forefront 
of efforts by the CCBE to adopt 
a draft directive on lawyers’ 
lights of establishment within 
the European Community. The 
directive was finally passed at 
the Lisbon meeting this week- 
end bringing to an end 17 years 
of negotiation between the 
members of the Council The 
draft directive will now be sent 
to the European Commission 
in Brussels which has indi- 
cated that it will view It 
favourably. 

Toulmin, 51, was educated at 


Winchester and Trinity Hall, 
Cambridge, and called to the 
Bar in 1985. He is also a mem- 
ber of the Irish Bar and the 
Bar of Northern Ireland 
He is a former chairman of 
the Young Barristers and mem- 
ber of the Bar Council and a 
former governor of the Maud- 
sley Hospital in London. He Is 
currently a member of the Con- 
sultative Committee to the 
European Court, member of 
the Committee of Management 
of the Institute of Psychiatry 
mid a trustee of Pro Corda, the 
national association for young 
string players. 



Peter Woods 
quits Fisons 

Peter Woods has resigned as 
director of corporate affairs at 
Fisons. 

His departure is the latest 
change in senior management 
at the troubled pharmaceutical 
company following the abrupt 
resignation of the chairman* 
John Kerridge, in January. 
Fisons has Called on several 
occasions in the past two years 
to obtain approval from the US 
authorities for the sales of 
some of its products. In spite of 
many hints that approvals 
were imminent. 

Woods, who trained as a doc- 
tor, had been with the com- 
pany for three years after a 
career as a pharmaceuticals 
investment analyst with Bar- 
clays de Zoete Wedd and SG 
Warburg. He had been head- 
hunted to the City from health- 
care company Smith and 
Nephew, where he was medical 
director. Roy Thomas, Fisons' 
finance director, says Woods is 
leaving the company “amica- 
bly" after a very stressful two 
years. 

■ David Mason has resigned 
from TRIPLEX LLOYD. 

■ Jeff van den Broek has 
resigned from EVANS HAL- 
SHAW HOLDINGS. 

■ John Gray has resigned from 
BAILLIE GIFFORD TECHNOL- 
OGY. 

■ Marshall Stewart director of 
corporate strategy at CEN- 
TRAL TELEVISION, has 
resigned to start his own con- 
sultancy. 

■ David Davies has retired 
from IT GROUP. 

■ Elizabeth Cnrtts has 
resigned from ENTERPRISE 
COMPUTER HOLDINGS. 



Tepnel Diagnostics, the 
biotechnology company which 
joined the USM last month, 
has appointed Sir David Trip- 
pier as its executive chairman. 
Tepnel, which is based at the 
University of Manchester Insti- 
tute of Science and Technol- 
ogy, has developed diagnostic 
testing systems designed to 
detect the presence of residual 
antibiotic or other contamina- 
tion In foods and of viral and 
bacterial conditions in blood. 


The ori ginal chairman a nd 
chief executive, Harold 
Morley, has decided to split 
the two roles, and to concen- 
trate on developing business 
opportunities. He remains 
chief executive; Terry Colley 
becomes marketing director. 
Alec Craig, a partner with 
Manchester solicitors, Halli- 
weD Landau, where Sir David 
is a consultant, has been 
appointed a non-executive 
director. 

Sir David, who last bis Ross- 
endale seat at the general elec- 
tion, has picked up several 
jobs since then: nonexecutive 
directorships at St Modwen 
Properties, based in Birming- 
ham, at Dunlop Heywood, con- 
sultant surveyors with head- 
quarters in Manchester, and at 
PP, a computer services com- 
pany based in his former con- 
stituency, Rossendale. Last 
week he also took on another 
role as consultant to Hafiiday 
Meecham, a medium-sized firm 
of architects in the north west, 
where he will advise on urban 
development initiatives. 


Electronic 

switches 

Arthur Collie, a leading 
robotics expert, has been 
appointed as an industrial 
professor by the University 
of Portsmouth. Scottish-born 
Collie. 63, is technical director 
of Portech. the Portsmouth 
engineering company with 
whom the university has a 
co-operative agreement on 
robotic design. 

Under his leadership, the 
university’s robotics group 
within the Faculty of 
Engineering has developed 
a series of wall-climbing robots 
which has aroused worldwide 


interest 

■ Andy Btherington, formerly 
marketing and development 
director with Mecca Leisure, 
has been appointed md of 
GRUNDIG BUSINESS 
SYSTEMS in the UK in 
succession to Richard 
Hargrave. 

■ Clive Ainsworth, formerly 
commercial director of 
Frontline, has been appointed 
md of Databit CCSL, a 
SIEMENS company. 
■Brandon Barnwell, formerly 
European president of Square 
D. has been appointed 
divisional director of drives 

& standard products group 
of Siemens in the UK. 


Martin Taylor 
to chair 
NatWest Life 

Martin Taylor, vice chairman 
of Hanson, has been appointed 
chairman of NatWest Life, 
which will be capitalised at 
£l50m when it begins under- 
writing in 1993. 

This is the most important 
job Taylor has taken on since 
becoming vice-chairman of the 
Anglo/American conglomerate 
in 1988. While he has been a 
non-executive director of Nat- 
West for two years, the new 
position is expected to take up 
an increasing amount of his 
time. 

NatWest rays Taylor would 
be steering its new joint ven- 
ture company with Clerical 
Medical Lite Assurance Society 
through its formative years; he 
admits the new job would be 
demanding. But he added: 
“This is time I will have to 
squeeze out of my own private 
time. My responsibilities at 
Hanson are unchanged.” 

Taylor is also a non-execu- 
tive director of Vickers PLC 
and has been a member of the 
CBI Council since 1981. 
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comma 


We know the t you can practi- 
cally never take your eye off on 
information system if you want 
to avoid irreversible mishaps: 
from the slightest hitch to bigger 
ones too painful to mention. 
That > why at Compaq we found 


a way to avoid potential prob- 
lems by making sun our servers 
match themselves ; they can be 
equipped with an exclusive sys- 
fea called ’Server Manager/ R “ 
that keeps surveillance on every 
critical component, from the 


hardware to die software. If some- 
thing goes wrong, the server eon 
usually self-repair. But if not, it 
lets you know and in tineforyou to 
de something about it. It can even 
call you at home. 

There's our secret: to have 


enough confidence in ourselves to 
admit that, even if me created 
she most reliable servers in the 
industry, something might go 
wrong. And then to envisage a 
way to fix it before you even 
know about if. 
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A ccess to the latest tur- 
bine know-how is 
essential Tor success 
in Industries from 
aero-ongincs to power genera- 
tion, but there is one unwritten 
rule: never share technology 
with a company controlled by 
a competitor. 

That rule could pay a big 
part over the next few months 
in determining the future of 
Nuovo Pignone, the Italian 
high-tech engineering group 
best known for its compressors 
and gas turbines. 

The company, established as 
a foundry in 1346. invented the 
world's first very high-pressure 
reciprocating compressor for 
ammonia production in 1920. 

But executives of the Flor- 
ence-based group, now owned 
by the state-owned Eni energy 
and chemicals concern, may 
have to print new visiting 
cards should the company 
change hands after last 
month's decision by the Italian 
government to privatise it. 

The world market for tur- 
bines and compressors is domi- 
nated by a handful of multina- 
tionals and characterised by 
cross-licensing arrangements. 
The future ownership of Nuovo 
Pignone - which claims 6 per 
cent of the the world gas tur- 
bine market - will determine 
its product mix, possibly to the 
detriment of some activities 
and arguably the benefit of 
others. 

Hence privatisation - proba- 
bly via a trade sale to another 
company, rather than a public 
natation - represents the big- 
gest change for the company, 
which now employs around 
5.000, since coming under Eni's 
wing in 1954. Earlier this 
month Eni gave Istituto Mobil- 
La re Italiano. the Italian finan- 
cial services group, the man- 
date to advise on the 
privatisation. 

Being part of Gni has shaped 
Nuovo Pignone's development 
over the past four decades. It 
has lent heavily towards prod- 
ucts for energy and chemicals, 
reflecting the ambitions of 
Eni's founders to create a 


TECHNOLOGY 

Haig Simonian describes how privatisation will affect the 
technical expertise of one Italian engineering group 

Carving up the 
specialist pie 
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Nuovo Ptgnone’a compressors (or liquefying natural gas are Dkaty to flourish In any circumstances. Other divisions may not fare so weO 


broad group spanning' oil, gas 
and chemicals from explora- 
tion and refining to retail sale 
and distribution. 

Eni's subsidiaries find oil 
and gas, build rigs and pipe- 
lines to extract and distribute 
them, and design and con- 
struct the refineries and chemi- 
cals plants to process such raw 
materials. 

Meanwhile, Nuovo Pignone 
provides some of the machin- 
ery to fit into that puzzle. Its 
compressors, operating at very 
high pressures and often in 
extreme climates, cover uses 


from liquefying natural gas to 
pressurising gas pumped down 
oil wells to improve extraction 
rates or store gas surplus to 
requirements. 

The move into gas turbines, 
the other main part of Nuovo 
Pignoue's business, also 
derives from its role within 
Eni. Developing gas turbines 
meant Nuovo Pignone could 
offer customers not just estab- 
lished products like compres- 
sors, but also the machines 
used to drive them. 

Today, its turbines operate 
on Eni's gas and oil pipelines. 


as well as on others designed, 
developed or sold by Eni's sub- 
sidiaries to users from Siberia 
to the Iranian desert Even 
some smaller Nuovo Pignone 
products, such as petrol pumps 
and domestic gas meters, have 
a marked “energy” bent 
Such a wide range - largely 
dictated by Eni’s role in the 
hydrocarbons business - 
explains why employees and 
managers are worried about 
privatisation. No potential 
buyer has Eni's spread of activ- 
ities, especially in the energy 
and chemicals fields. 


While Nuovo Pignone’s com- 
pressors and turbines are 
likely to flourish in any cir- 
cumstances, some other divi- 
sions, like textile machinery, 
which was developed when Eni 
was still In the artificial fibres 
business, look vulnerable. 

Nuovo Pignone executives 
admit that many client con- 
tacts have been won on the 
back of the company's role as 
part of the Em group. Once out 
of that orbit, such business 
could be difficult to obtain. 

Even some newer products, 
like Nuovo Pi grume's gas tur- 
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bines for generating electricity, 
are spin-ofis from its oil- and 
gas-related work. Though Gni 
Itself is barely active in gener- 
ating electricity. Nuovo Pig- 
none's turbines for electricity 
generation have their roots in 
those drawn up for driving 
compressors or other oil- and 
gas-related products. 

Yet senior managers also 
insist they are not dependent 
on, Eni. “The group accounts 
for between 25 per cent and 30 
per cent of our turnover.*’ says 
Romano Noceti, Nuovo Pig- 
none's head of external rela- 
tions. “But we have to fight for 
the orders we get from our par- 
ent company." 

A takeover by one of tbe 
world’s big multinational engi- 
neering groups like Siemens or 
Asea Brown Boveri could spell 
a substantial change for Nuovo 
Pignone’s operations. It cur- 
rently has a licensing agree- 
ment with General Electric of 
tbe US, the world's biggest 
power equipment group, to 
produce high-capacity gas tur- 
bines using US know-how. 
Meanwhile, GE has tapped 
Nuovo Pignoue's expertise on 
lower-capacity machines, 
which the US group produces 
under licence from the Floren- 
tine company. 

Such links explain why some 
analysts see GE as the most 
obvious buyer for Nuovo Pig- 
none. Should a competing gas 
turbine maker end up as 
acquirer, the future of Nuovo 
Pignone’s relationship with GE 
- and hence a large slice of its 
turbines business - could be 
in jeopardy. “No manufacturer 
wants to share technology and 
know-how with a company 
controlled by a competitor,” 
says one industry analyst 
Even the idea of creating a 
big Italian turbine group by 
farcing a merger of Nuovo Pig- 
none and Ansaldo. the heavy 
engineering subsidiary of the 
state-owned Finmeccanica 
group, runs up against techno- 
logical barriers, they say. 

Many engineers say Ansal- 
do’s background in making big. 
steam-powered, turbines for 
power stations does not fit in 
with Nuovo Pignone's tradi- 
tions. “Making gas turbines 
working at temperatures of up 
to L200 deg C involves much 
higher technology’ than steam 
turbines, where temperatures 
seldom exceed 500 deg C," says 
one engineer. 

Though steam turbines still 
have a role in today's highly-ef- 
firient “combined cycle" elec- 
tricity generating plants, 
where recycled energy from a 
big gas turbine is used to heat 
steam far a smaller steam tur- 
bine, the market for big steam 
turbines is limited, he argues. 

Further complicating the 
Ansaldo-Nuovo Pignone con- 
cept Is the fact that Ansaldo 
recently agreed to manufacture 
Siemens’s high-capacity gas 
turbines under licence. How- 
ever, some bankers believe the 
domestic merger may be 
favoured on political grounds. 

Irrespective of the buyer, 
Nuovo Pignone faces a difficult 
adjustment period ahead. 
Changes will take place who- 
ever purchases the company. 
But it is already clear that the 
divorce from Eni could be 
more traumatic in some cir- 
cumstances than in others. 


Technically Speaking 

Time to act 
on careers 
in research 

By Clive Cookson 


B THE career 
structure for 
academic sci- 
entists in the 
UK has dete- 

r i o r a t e d 
** alarmingly 
over the past 15 years. 
Judged on a combination of 
factors, including pay and 
security of employment, uni- 
versity research is now one of 
the least appealing profes- 
sions open to bright young 
graduates. 

The root cause of the prob- 
lem is the surge in short-term 
(two- or three-year) research 
contracts, which has not been 
matched by any expansion in 
permanent jobs. In 1976, 
13,451 scientists and engi- 
neers had permanent or 
long-term posts in British 
universities and 3,905 had 
short-term contracts. By 1991, 
the number of long-term 
posts had fallen to 12.7X6, 
while the short-term total 
more than doubled to 9,930. 

In personal terms, these 
statistics mean that research- 
ers have to stagger through 
their late 20s and 30s - and 
sometimes even into their 40s 
- on a succession of 
short-term contracts. The 
result is low morale and a lot 
of time wasted worrying 
about where the next con- 
tract is going to come from, 
instead of concentrating on 
the research itself. 

However, there are encour- 
aging signs that the UK 
research establishment is pre- 
paring at last to tackle the 
academic career crisis. Senior 
figures are speaking out 
about the need to look after 
people better. 

Most outspoken is Bridget 
Ogilvie, new director of the 
Wellcome Trust This sum- 
mer's sale of shares in Well- 
come, the drug company, will 
double the trust's research 
spending to more than £200m 
a year - not far short uf the 
government's Medical 
Research Council budget - 
and give her a powerful influ- 
ence over academic careers.' 

“It seems obvious that dras- 
tic action is needed to stabi- 
lise careers and secure 
Britain’s science base, partic- 
ularly if the brain drain is to 
be reversed. It is not fair to 
treat people as short-term dis- 
posable assets, and it is 
unwise for the health and 
future of the nation," she 
believes. 

Although the Wellcome 
Trust is not big enough on its 
own to shift the whole UK 
system to more long-term 
funding, Ogilvy is likely to 
find allies within the state- 
funded research councils. 


Another powerful call for 
change comes From the Royal 
Society, the country's senior 
scientific body. Its report on 
the future or the UK science 
base, published last month*, 
focuses particularly on the 
need to improve research 
careers - and puts forward 
some excellent proposals for 
reform. 

According to the Royal 
Society, it is reasonable for 
young researchers to under- 
take one or two short-term 
contracts after completing 
their PhD studies. But prom- 
ising scientists should then 
be rewarded with long-term 
support including “benefits 
good enough to compete with 
careers in other sectors". 

The support should take 
the form of a personal fellow- 
ship “guaranteeing salary 
and research expenses for at 
least five years". The scien- 
tist could use his or her funds 
to work at any approved 
institution - in contrast to 
today’s contracts which are 
tied to a particular project. 
One beneficial side-effect 
would be to make universi- 
ties compete more actively to 
attract good researchers. Ide- 
ally, the fellowship would 
end with the scientist finding 
a permanent research posi- 
tion. 

At the same time, universi- 
ties and lunding agencies 
need to set .up a system for 
advising youug researchers 
about their future. Many sci- 
entists find today “that they 
are funded by one organisa- 
tion and employed by 
another, with neither taking 
an interest in their careers." 
as the Royal Society puts it. 
People who turn out not to be 
suited for long-term careers 
in academic research must be 
helped to transfer to different 
employment. 

Reform along the lines 
suggested by the Royal Soci- 
ety would only work well if it 
were taken up enthusiasti- 
cally by the government, the 
research councils and Univer- 
sities Funding Council, as 
well as the Wellcome Trust 
and smaller research chari- 
ties. 

Fortunately, the govern- 
ment has a chance to give the 
reform process real momen- 
tum when it publishes the 
promised White Paper on Sci- 
ence and Technology next 
year. Improving career pat- 
terns may not be the mast 
exciting issue cm the agenda 
but it is one of the most 
important for the health of 
British science. 

*The Future of the Science 
Bose, Royal Society, £11.50. 


TURN YOUR 
A PORTABU 
COMMUNICI 


Mum* jffire nii 




SYSTEM 



The new, amazkigfy compact and lightweight 
Toshiba TM1 70QA can turn your PC into a 
satellite communications system that you 
can carry with you and use anyw 
in the world. 

Its integrated modem and 




HHf 


iTrl'l 





TM170QA will send and 
receive data, text and fax from 
anywhere in tire world via the Inmarsat-C 
commercial satellite system. 

No special plugs or sockets are required and 
the Toshiba TM1 70GA communicates with aS 
standardtele^dataandfaxco™ 
equipment 

ftis easy to use requiring no special skflls. 

You no longer need to be reliant on poor local 
fjefecornmunjcattons or have to waft untf you get 
to the nearest fax or phone. You can send your 
message or receive information immediately. 
The Toshiba TM1 700A provides instant 
comunication with your office, with customers 
or for data exchange - whatever your business - 
anywhere, anytime. 


TOSHIBA TM1700A PERSONAL SATELLITE 

cotfflmmicAnoNs systems from 

£ 5995 - 

LMTED STOCKS flVMJBLE 

♦ SMALL & COMPACT - 360X225X62mm 

♦ WEIGHS JUST 3.8KGS 

♦ HANDLES TEXTJJATA & FAX 

♦ LEATHER CARRYING CASE AVAILABLE 
WITH SPACE FOR YOUR LAPTOP 

♦ DOS COMPATIBLE 

♦ MAINS AND/OR BATTERY OPERATED 

TC GET YOUR PORTABLE 
SATHUTE CQMMMCMKMS SYSTEM 
GALLIELBI STPCH NOWON 

7T 081 640 34C 


I'liVI Jiv 1 , . . tl 1*4 VH 3 :-, A I. »l ku'1 31. i-: 1 'I >:■ 1 1 ir 


INTELC 0 HOUSE. 302 C 0 MM 0 NSIDE EAST. MITCHAM. SURREY. CR 4 iYT. FAX; 081 685 0321 


Appointments Advertising 

appears every 

Wednesday & Thursday 

Friday 

(International edition only) 








19 


> 

i 

i 


V 





FINANCIAL TIMES TUESDAY OCTOBER 27 1992 

ARTS 



Tugboat’; mixed media on card by Alfred Wallis. Few artists have painted ships and the sea so lovingly 

A powerful, primitive vision 

William Packer admires the work of Alfred Wallis 


F ifty years ago the Cor- 
nish painter Alfred Wal- 
lis died a pauper Forgot- 
ten by the community of 
artists which had patron- 
ised him and neglected as a serious 
painter. Now his work is much in 
demand, and the anniversary of his 
death is being celebrated by exhibi- 
tions in St Ives, Exeter and London 
and by a revised edition of the biog- 
raphy by Sven Berlin, long out of 
print, Alfred Wallis : Primitive (Sed- 
cliffe Press; paperback: £9.99). 

It is a sad story which Berlin told 
with passion and anger shortly after 
his hero’s death. Berlin had worked 
in Cornwall as a young man before 
the second world war and made use 
of his Intimate acquaintance with 
the Farming and fishing communi- 
ties of West Pen with to gather up 
the stories and circumstances of 
Wallis's long, cantankerous and dif- 
ficult life. Id the preface to the first 
edition in 1943, he wrote: “Some will 
say, why trouble? The paintings 
speak for themselves. True: they do. 
There is already too much rubbish 
written on art. That is why 1 wish 
to talk mainly about the man." His 
memoir is thus an invaluable, irre- 
placeable account. 

Now, almost half a century later, 
Berlin’s anger has faded. However, 
in the preface to his new edition, he 
says: “To think back is often pain- 
ful. A friend told me he recently 
went into a gallery in Mayfair and 
asked the price of the Alfred Wallis 
painting in the window. £8,900, was 
the reply: we have had severaL 
They sell as soon as they come in! 
He’s very popular . . ." 

This simply confirms Wallis’s rep- 
utation as an artist and the underly- 
ing seriousness of his work. How- 
ever, the difficulty in assessing 
Wallis now relates not to price or 
value but to critical status. Berlin's 
own epithet. Primitive, is the real 
problem, for It suggests an other- 
ness of culture which now seems 
more and more unsustainable. Wal- 
lis was untutored, natural perhaps, 
but not primitive. 

Yet it was clearly a sense of oth- 
erness that set Wallis apart even 
from his own community in his 
lonely old age as a widower. Then It 
was, at the age of about 70 in the 
mid -1920s, that he began to paint, 
using whatever materials came to 
hand. He painted images of what he 
knew and remembered of his days 
at sea, indeed still saw with his 
inner eye. Those paintings of his 
last 20 years captivate us still, with 
theirpowerftiL authentic vision of a 
vanished world. 

The strength derives not only 
from the charmingly odd and 
natural images but very much from 
the conviction and authority with 
which they are done. These things 
are true paintings, properly realised 
in the paint itself, the colour 
wonderfully controlled, the 


composition quite as secure and 
strong as it is original and 
unexpected. His paintings work to 
their own pictorial logic and such is 
his belief in his world that we too 
entirely share it Natural painter, 
maybe, but a painter nevertheless, 
and few have ever painted ships 
and the sea so lovingly, so 
knowingly and so welL 
These strange and beautiful 
things, set out to dry at his door, 
soon caught the eye of -more 
conventionally sophisticated artists 
who came to St Ives and found 
themselves in Back Road West from 
time to time. We must remember 
that the primitive, the art of the 
native peoples of Africa, the New 
World and the South Seas, was very 
much the currency of the 
avant-garde in those days, 
legitimised by Picasso and Matisse 


and their confreres in Paris well 
before the First World War. The 
young Ben Nicholson and 
Christopher Wood were most 
certainly alive to such things, and 
we can readily understand their 
interest and excitement at riming 
upon Wallis and his work for the 
first time. 

Whether his was to be an 
influence actually exerted upon 
them, or was rather an example 
they deliberately chose to draw 
upon, the effects were manifest 
soon enough in their own work. But 
they by no means treated him as an 
equal and fellow artist. To 
Nicholson and Wood and their 
friends, Wallis may as well have 
come from another, lesser order of 
creation, to he treated kindly of 
course, indulged and even flattered, 
but not taken too seriously. 


Primitive, in short, got in the way, 
and the line betwe en patronage and 
exploitation becomes hard to draw. 

Take for, example, this letter from 
Pen Nicholson, eariy in 1929. “Dear 
Mr Wallis, Many thanks for the new 
paintings. There are some lovely 
ones among them, and we like them 
very much. Mr Wood and Mrs 
Nicholson both liked one of them as 
much as any yon have done ... I am 
sending back four and have kept 
nine as follows - one 3s, two 2s, six 
Is; 13s, Post ls.6d: 14s.6d, and 
enclose cheque for 14s. 6d & hope 
this is correct?" Berlin goes cm to 
say that collectors worked out a 
scale of charges, “going up to 8s for 
the larger ones.” Of course Is was 
worth more in those days (about the 
equivalent of £1 today). But even so, 
8 shillings ! 

However, these patrons thought 


they were helping, for Wallis as 
often as not would give his work 
away to the sympathetic visitor. He 
died in the workhouse, unsupported 
by his artist friends, and was only 
saved from the pauper’s grave he 
dreaded by the painter-critic, 
Adrian Stokes, who gave £4.10s for 
a proper plot The Salvation Army 
did at least give him a decent 
funeral. Bernard Leach, the potter, 
made the golden lighthouse that 
marks the grave, but “got only 
about £19 to cover his costs. Few 
subscribed and none were very 
generous . . 


Alfred Wallis - Mercury Gallery, 28 
Cork Street Wl, until November 21: 
Wills Lane Gallery, St Ives, until 
October 31: Gordon Hep worth 
Gallery, Exeter, until November 25. 


A f°°t is what you find at 
f\ the bottom end of your 
leg. But a foot is also a 
X. -^.metrical unit, as in poetry. 
The connection between the two, 
not often apparent, is sever more 
vivid than in the choreography 
of Merce Cunningham. Here are 
feet that bring the whole body into 
life; they rise, fedL flex, point, tap, 
they brace, anchor, lead and pace. 

And here are feet that, often 
audibly, mark out iambs, trochees, 
dactyls, spondees, anapaests, 
amphibrachs, a changing, wide 
range of clear metres. There are 
no feet in all dance like those of 
the Cunningham company. To have 
them briefly back in Britain has 
been a privilege. 

Some larger superlatives are 
also in order. There is no dance 
company today in which style and 
technique are more ideally fused. 

No company of dancers today Is 
composed of more individually 
attractive (or attractively 
individual) people. And no 
company today has such 
consistently superb choreography. 

*» Please note the present tense here. 
Cunningham is 78, and ft is a tact 
that his dances seldom If ever look 
their best when he is not around 
to coach them. Even if some of 


Dance/Alastair Macaulay 

Merce Cunningham: an 
Event for the feet 


them survive him, it is obvious 
that most of his work present 
future dancers with far greater 
problems of interpretation than 
choreography by Martha Graham 
and George Balanchine - little 
of which today is in the condition 
it enjoyed 10 years ago, during 
their lifetimes. Dance is the art 
of the present tense, after alL There 
is nothing in life like catching it, 
so to speak, hot off the press. 

This r eturn to Britain, after three 
years, consisted of performances 
in Northampton and In London 
at the Queen Elizabeth Ball. 

Though since 1964 London has 
seen several seasons of 
Cunningham’s work, these three 
South Bank performances were 
the first it has seen of his Events. 

A Cunningham Event is a one-off 
anthology, selected from a range 
of Us works, and is usually 
performed with music and designs 


that did not originally accompany 
that choreography. An event 
changes so much during its 
duration - generally around 90 
minutes - that it becomes 
complete demonstration of the 
whole Cunningham experience. 
Writing after the first two 
performances, I testify to the rapt 
attention and instant acclaim that 
they received from audiences. 

The present array of 
Cunningham dancers performed 
marvel upon marvel this weekend. 
On Saturday, Robert Swinston and 
Patricia Lent each performed 
exacting solos (originally from 
Signals , 1970) with phenomenal 
audacity and control. Swinston, 
always both withdrawn and 
intense, tossed off unexpected air 
turns, to right and left, and other 
jumps, swept across the stage with 
fervour, and was constantly 
surprising. Lent, in an already 


amazingly secure balance high 
on half -toe, arched back, and then 
farther back, keeping her balance, 
and then proceeded with 
inscrutable assurance to further 
prodigies of equilibrium, leaning 
way to one side with one leg 
helming high into the air on the 
other. And these are not feats of 
“mere” technique; they register 
on ns as acts of spiritual daring 
do. 

In a duet (from Trails, 1982), 
Carol TeiteDnum bounding 
on with exhilarating ballon and 
attack. Already possessed of a 
breathtaking fixity of purpose on 
stage, she has now begun to 
discover the lightness of touch 
and personal authority to make 
her a central figure in the 
company. Such a character is in 
perfect contrast to the calmly 
eccentric elegance of Helen Barrow, 
the witty and luscious Larissa 


McGoldrkk, the lyrical fervour 
of ttmma Diamond or the plush 
power of Jenifer Weaver. The 
company’s male dancers are maybe 
even more striking. Hus weekend, 
David Knlick’s blithe heroism, 
Alan Good’s serene command and 
Fr&ltric Gather's vivid 
involvement all made particularly 
Strong nnpr wiiifliift 
The structure of an Event varies 
greatly. Now yon see a private 
game for a small group, now a 
series of grand-scale duets, now 
an ensemble moving like wildlife 
at large, now solos that roam out 
on to the less known perimeters 
of the mind. The Cunntngliam 
experience is still difficult for some 
observers. Though its basic nature 
has probably changed little since 
the 1950s and 1960s, it remains 
more profoundly avant garde than 
any experimental work bring 
created by new dance-makers. Still, 
at a mysterious level an Event is 

peculiarly coherent and expressive. 
Cunningham's choreography never 
tells to say “What a piece of work 
is man". Greet dancing, great 
theatre, great poetry. 


Merce Conn Ingham Dance 
Company, Queen Elizabeth Hall 


Music/Andrew Clements 

Showtime at 
Aldeburgh with 
Britten and Weill 


’ AJ deburgh’s autumn festival is a 
much more concentrated affair than 
its big summer sister, an extended 
weekend of concerts focussed upon 
Britten and his musical relationship 
with just one other composer. The 
chosen partner this year was Hurt 
Weill: four programmes provided 
comparisons of their orchestral, 
vocal and instrumental works - 
the Stnfoma da Requiem set against 
Weill’s Violin Concerto and Second 
Symphony, Weill's early string 
quartet paired with Britten’s First, 
and so on as well as concert perfor- 
mances of Brecht and Weill’s Three- 
penny Opera and Happy &uL 

The two composers met just once, 
in Maine in August 1940, when Brit- 
ten was at work with Auden, on 
their hpiiad opera Paul Banyan and 
Weill was completing the score of 
what would be his first Broadway 
success. Lady fix the Dark. Coinci- 
dentally it was the time when their 
styles reached their closest 
approach, not through any shared 
European background (though early 
Britten and European Weill have 
much more in common than it 
might seem at first hearing) or their 
political radicalism, bat because of 
the effect of the American musical 
on their music. For Britten it was to 
be only a passing phase (like the 
spoiled attempt to study with Berg, 
another tantalising might-have- 
been), for Weill it had already 
become the only way forward. 

Saturday evening's concert at the 
Maltings offered the most direct 
opportunities for comparison. Nine 
numbers from Weill’s Knickerbocker 
Holiday were followed by a 
selection from Paul Bunyan, and 
Britten’s cabaret songs were 
mingled with extracts from Johnny 
Johnson and Lady m the Dark. It 
was a fascinating piece of 
programming, full of charming 
juxtapositions, and wonderful to 
hear again the music of Bunyan ; 


the Prologue in particular belongs 
among Britten’s most magical 
creations, a source be was to 
plunder on several occasions in his 
subsequent operas. 

Knickerbocker Holiday may not be 
so consistently memorable, the 
extraordinary “September Song” 
excepted; it’s easy to see why, 
though, its thinly disguised parable 
on the dangers to New Deal 
liberalism fell foul of the 
conservative lobby. The shards 
from “Johnny Johnson”, the first of 
his New York works, woven into 
the second half seemed instantly 
fresher and more effective. Only the 
orchestral dimension was missing. 
The show songs were given with an 
accompaniment of two pianos and 
percussion. Inevitably ironing out 
the differences between Britten’s 
relatively “straight” scoring and 
Weill's more idiomatic Broadway 
sound. 

The BBC Singers conducted by 
Simon Joly were the mainstay of 
the programme, moving between 
styles with great aplomb and 
intelligence. The soloists were 
Angeline Reaux, totally winning in 
Britten’s “O Tell me the truth about 
love” and “Stop all tbe Clocks” and 
KK Gruber. Gruber was a curious 
choice; however admirable he is as 
a baritone/speaker in his own music 
and other pieces written for him, 

bis thick Austrian tones seemed 
out of place here - almost plausible 
in Knickerbocker Holiday (set 
among the Dutch colonists of New 

Amsterdam in the 17th century) 

but quite wrong for the ballads 
of Bunyan and not nimble enough 
for the show songs. A small 
cavil, though, in what was a 
thoroughly entertaining and 
revealing evening. 


Snape Mailings; sponsored by Audi. 
A European Arts Festival event 


Concert/Richard Fairman 

Patriotic feel to 
Elgar's ‘Caractacus’ 


The echoes of the final chorus 
might have reached Westminster, if 
not Brussels. For Elgar’s long-ne- 
glected oratorio Caractacus the time 
may have come: this patriotic work 
tells the story of the ancient 
Brftains’ resistance to Roman con- 
quest and in its final peroration 
hymns “the text of Britain’s teach- 
ing, the message of the free”. 

One has a vision of local Conser- 
vative Party choirs up and down 
the country suddenly deciding to do 
Hie piece and the publishers run- 
ning out of copies. As ter as Son- 
day’s performance at the Barbican 
Hall was concerned, however, the 
timing was fortuitous. Richard 
Hickox and the London Symphony 
Orchestra have been pursuing a 
series of Elgar’s choral works for 
some time, of which this welcome 
revival was the most recent. 

Ironically, one of the shadows 
lurking in the background is the 
decidedly un-British example of 
Wagnerian music drama. A couple 
of weeks ago the BBC performances 
of The Kingdom reminded us how 
close Elgar came to Parsifal when 
he composed scenes like the break- 
ing of bread. In Caractacus it is the 
trappings of the drama that are 
Wagnerian: the sacred oak tree, the 
Druid maiden who foretells the 
future, tile heroes in battle. 

Tbe musk itself admits less of an 
influence. Even though his mature 


work was all still to come at this 
point, there is no mistaking Elgar’s 
band in the music that describes 
the peace of the Malvern Hills or 
the sun rising over the forests 
below. In a few passages he even 
leaps ahead to those sinking, melan- 
choly harmonies that were to char- 
acterise his most personal state- 
ments, notably in Caractacus's 
Lament after his defeat 

The soloist in that inspired por- 
tion of the score was David Wilson - 
Johnson, a lively interpreter, 
although his voice loses power at 
the top just when it is needed. 
Judith Howarth dealt confidently 
with Eigen’s music, but Arthur 
Davies sounded unhappy as Orbin. 
The tenor part is improbably high 
in the Siegfried mode and hits a 
mini-forging song within the first 
few minutes. Stephen Roberts sang 
the Arch-Druid and Alastair Miles 
was a fine, firm Emperor Claudius. 

There is a ter wider range of lyri- 
cal, pastoral and mystic music in 
Caractacus than tbe common view 
of it would have us believe and 
Hickox mostly did it justice, even if 
he has never mastered the art of 
allowing Elgar to speak naturally. 
The London Symphony Chorus also 
put on a decent show. Nothing 
could easily live up to the ending, 
unless it be a massed choir of 
Thatchers and Tebbits in fall cry. 
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■ AMSTERDAM 

Concertgebouw 20.15 Ivan 
Fischer conducts Netherlands 
Radio Philharmonic Orchestra 
in works by Stravinsky and 
BartOk. In Kleine Zaai, Nikolai 
Demidenko gives a piano recital. 
Tomorrow: Hartmut Haenchen 
conducts Netherlands 
Philharmonic Orchestra in works 
by Beethoven. Bartfrk and 
Brahms. Thurs: Das Lied von 
der Erde with Jessye Norman. 

Frl: Budapest Concert Orchestra 
and Budapest Academic Choir 
in a Mozart programme. Sat 
afternoon: Edo de Waart conducts 
music by Richard Strauss. Sat 
evening and Nov 7: Frans 
Bruggen conducts Orchestra of 
the 18th Century. Nov 11, 19, 27: 

** Nikolaus Harnoncourt conducts 
Royal Concertgebouw Orchestra. 
Nov 14: Oslo Philharmonic (6718 
345) 

Muziefcfheater 20.15 Dutch 
National Ballet in Peter Wright's 
production of Sleeping Beauty 
(also Thurs. Fri. Sun. Mon and 
Tues). Tomorrow: final 
performance of Offenbach's Les 


brigands. Next Wed: Harnoncourt 
conducts first of ten 
performances of Cosi fan tutte. 
Nov 13-15: Trisha Brown 
Company (6255 455) 


■ ATHENS 

Concert Hall Wagner cycle: Jos6 
van Dam sings the title role in 
tonight’s semi-staged 
performance of Der fliegende 
Hollander, conducted by Ralf 
Weikert (repeated on Thurs and 
Sat). Tomorrow and Fri: Weikert 
conducts Leipzig Radio 
Symphony Orchestra and Slovak 
Philharmonic Chorus In a Wagner 
concert. Including Lohengrin Act 
III with Thomas Sunnegardh and 
Eva Johan ns on (722 5511) 


■ CHICAGO 

CHICAGO LYRIC OPERA 
Dennis Russell Davies conducts 
the world premiere of William 
Bol corn’s new opera McTeague 
on Sat at Civic Opera House. 

The libretto Is by Robert Altman 
and Arnold Weinstein, the staging 
by Altman. The cast is led by 
Ben Heppner and Catherine 
Malfitano (also Nov 3, 6, 9, 12, 

15, 18, 21, 24). The Bartered 
Bride can be seen tonight and 
Elektra on Fri. PeHb as et 
Mdlisande, sterling Frederica 
von Stade, opens on Nov 14 (332 
2244) 

CHICAGO SYMPHONY 
Erich Leinsdorf conducts tonight's 
concert in Orchestra Hail, 
featuring works by Pfitzner, 

Zeml insky. Stravinsky and 
Copland. Leinsdorf conducts a 
second programme on Thurs, 


Frl and Sat, featuring works by 
Smetana and Tchaikovsky, with 
Ursula Oppens soloist in 
Lutoslawski’s Piano Concerto. 
Georg Solti returns for two weeks 
of concerts beginning Nov 12 
(435 6666) 


■ MUNICH 

OPERA/BALLET 
A new production of 
Khovanshchina opens on Thurs 
at the Staatstheater am 
GArtnerplatz on Thurs. Further 
perf orman ces on Nov 1, 6, 9, 12 
(201 6767). Tomorrow, Fri and 
Sun in Prinzregententheater: Rico 
Saccani conducts a concert of 
opera arias, with soloists Lucia 
AJiberti, Peter Dvorsky and 
Wolfgang Brendel. Sat first night 
of new Bavarian State Ballet 
production of choreographies 
by Angelin PreijocaJ, Hans van 
Manen and Ohad Naharin (daily 
except Sun b(l Nov 9). Nov 15: 
Margaret Price song recital. Nov 
17: Teresa Berganza (221316) 
CONCERTS 

Tonight in Herkulessaal der 
Resident Andrei Gavrilov piano 
recital (346620). Tomorrow at 
Gasteig: Yuri Temirkanov 
conducts St Petersburg 
Philharmonic Orchestra In works 
by Glinka, Rimsky-Korsakov and 
Tchaikovsky. Thurs and Fri: Lorin 
Maazel conducts Bavarian Radio 
Symphony Orchestra in works 
by Richard Strauss. Sat 1 Muslci 
de Montreal (48098 614) 


■ PARIS 

DANCE 

William Forsythe’s Frankfurt 


Ballet can be seen at the ChAtelet 
tonight and tomorrow at 20.30 
(4028 2840). Ballet National de 
Marseille ends its season at the 
OpOra Comfque with Roland 
Petit’s Chariot danse avec nous, 
daily till Fri at 20.00. Next week: 
Boris Eifman's St Petersburg 
Ballet Theatre (4286 8883). Rudolf 
Nureyev’s new Op&ra Ballet 
production of La Bayadere runs 
dally till Sat at 19.30 at Palais 
Gamier. Next week: Alvin Alley 
American Dance Theater. Nov 
17-21: Merce Cunningham Dance 
Company (4017 3535) 

OPERA 

Tonight, Thurs and Sat at the 
Bastille: Myung-Whun Chung 
conducts final performances of 
Honegger's Jean d'Arc au 
bOcher. Next Mon and Fri: EJekfara 
(4001 1616) 

CONCERTS 

Tomorrow at Bastille: Luciano 
Berio conducts Turin Radio 
Symphony Orchestra fn a 
programme of his own music 
(4473 1300). Tomorrow in Grand 
Auditorium de Radio France: 
Annick Minck conducts members 
of the Orchestra Phflharmonique 
de Radio France, first of a series 
devoted to music composed in 
the 1920s. Tomorrow's 
programme includes works by 
Berg and Schoenberg (4230 
2908). Thurs in Chfltelet: Jeffrey 
Tate conducts Orchestra National 
de France and Chorus in 
Schumann's Faust scenes (4028 
2840) 

THEATRE 

• Heart of Darkness: Joel 
Jouanneau's stage adaptation 
of Joseph Conrad's novel, 
starring David Warrilow. Tues-Sat 


at 19.00, Sun at 16.00. TUI Nov 
22 (A thfenfee-Louts Jouvet, 4742 
6727). 

• Macbett. Ionesco's 
Shakespeare-inspired play, 
directed by Jorge Lavelli. 
Tues-Sat at 20.30, also Sat and 
Sun at 15.30 (ThO&fre national 
de la Coiline, 4366 4360). 

• Antigone: Sophocles’ drama 
in a new production by Czech 
director Otomar Krejca. In 
repertory with works by Moltere, 
Camus and Mikhail Lermontov 
(Comfrdie Franqaise, 4015 0015). 

• Doktor Faustus Lights the 
Lights: Bob Wilson’s Gertrude 
Stein production. Daily till Sat 
at 20.30 ffhAfttre de 
Gennevilllers, 4793 2630). 


■ WASHINGTON 
KENNEDY CENTER 
Washington Ballet presents a 
mixed bill of choreographies by 
Christian Holder, Choo-San Goh 
and Ray Barra, from tomorrow 
till Sat at the Eisenhower 
Theater. Tonight at 19.00 In the 
Concert Hall, Chamber Music 
Society of Lincoln Center plays 
works by Bach, Prokofiev and 
Mendelssohn. Thurs, Fri 
afternoon, Sat Mstislav 
Rostropovich conducts the 
National Symphony Orchestra 
in works by Bizet and 
Shostakovich. Sun afternoon: 
violin recital by Itzhak Perlman. 
Next Wed: Kirov Opera 
Orchestra. Nov 7: opening night 
of 1992-3 Washington Opera 
season (467 4600) 

BALTIMORE SYMPHONY 
Zoltan Kocsis plays BartOk 's 
Third Plano Concerto on Thurs, 


Fri and Sat morning in Joseph 
Meyerhoff Symphony Hall, in a 
programme conducted by 
Christopher Seaman (410-783 
8000) 

JAZZ/CABARET 
Barns of Wolf Trap Tonight and 
tomorrow from 20.00: Buckwheat 
Zydeco, Creole music from 
southern Louisiana. Thurs: singer 
and guitarist Syd Straw. Fri: 
Andrew Rangel], classical pianist 
Sat Alex deGrassi, new-age 
guitarist Next week’s guests 
include Cuban jazz trumpeter 
Arturo Sandoval (703-218 6500} 


■ ZURICH 

Opemhaus Tonight's 
performance is Semi ram Ida. Fri: 
Bemd Roger Bienerfs new 
production of Nutcracker. Sat 
Die Zauberflote. Sun: Der 
Rosenkavaller with Gwyneth 
Jones. Mon: Robert HoJJ recital. 
Nov 7: first night of Giordano’s 
Fedora with Agnes Baltsa and 
Josd Carreras (262 0909} 

Tonhalle Tonight's concert by 
the Zurich Chamber Orchestra 
features work by Rossini, Britten 
and Bruch. Tomorrow: Tonhalle 
Octet plays works by Fran calx 
and Schubert Next Tues (at 
Spirgarten. Zurlch-Altstetten): 
Zurich Chamber Orchestra plays 
Vivaldi. Next Wed: Hakan 
Hardenberger is trumpet soloist 
with the Tonhalle Orchestra (261 
1600} 

Schausplelhaus A new production 
of Botho Strauss' Kalldewey 
Farce opens on Sat The 
repertory also includes plays 
by DDrrenmatt, Shakespeare and 
Thomas Bernhard (221 2283) 


European Cable and 
Satellite Business TV 

(all rimes CET) 

MONDAY TO FRIDAY 


CNN 

2000-2030, 2300-2330 World Busi- 
ness Today - a Joint FT/CNN pro- 
duction with Oram Parry and Colin 
Chapman 

Super Channel 

07QO-O710, 1230-1240, 2230-2240 FT 
Business Daily 

0710-0730, 1240-1300 (Mon. Thurs) 
FT Business Weekly — global 
business report with James Bellini 
0710-0730, 1240-1300 (Wed) FT 
Media Europe 

0710-0730, 1240-1300 (Frl) FT East- 
am Europe Report 
22404248 FT Report 

Sky News 

2030-2100. 2230-2300 FT Business 
Weekly 

SATURDAY 

CNN 

09004930. 1800-1830 World Busi- 
ness This Week - a Joint FT/Clttl 
'production 

Super Channel 

0830-0300 FT Business Weakly 
Shy News 

1130-1200, 1730-1800 FT Media 
Europe 

SUNDAY 

CNN 

1030-1100, 1800-1630 WorM Busi- 
ness This Week 

Super Cfiannof 

1900-1930 FT Business Weekly 
Sky News 

0130-0200. 05304)000 FT Media 
Europe 

1330-1400, 2030-2100 FT Business 
Weekly 
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Britain and 
Maastricht 


IN THE increasingly tense run-up 
to next week's debate in the House 
of Commons, the future of the 
Maastricht treaty is starting to 
become confused with the survival 
of Mr John Major, or even with 
the future of his government. This 
is to miss the main point: the 
Maastricht treaty must be ratified 
by Parliament because it is in the 
interests of Britain that it should 
be ratified. 

It is obvious that this treaty is 
not perfect; and it is easy to cavil 
at particular ingredients. But the 
whole menu is a broadly based 
programme of further integration 
in a wide range of policy fields, 
which represents the best political 
compromise the 12 governments 
were able to reach at their Maas- 
tricht summit 10 months ago. 

Some parts of the treaty now 
look rather over-ambitious; others 
may seem over-cautious or plain 
inadequate. Last month's currency 
crisis in the exchange rate mecha- 
nism has cast a cloud over the 
feasibility of the programme for 
Economic and Monetary Union; it 
now seems uncertain when or if 
weaker member states will be in a 
position to join in moves towards 
monetary union, and unlikely that 
even the strong currencies can 
reach monetary union before the 
end of the decade. Conversely, it is 
clear that the treaty provisions for 
developing a common foreign and 
security policy rest much more on 
rhetoric than substance; this polit- 
ical lacuna has been underlined in 
practice by the meagreness of the 
European response to the Yugo- 
slav crisis. 

Coherent action 

But the Community needs to 
develop. The logic of the single 
market dictates closer economic 
integration; the geopolitics of 
Europe requires effective, coher- 
ent action from the western part 
of the continent. Agreeing effec- 
tive mechanisms in response to 
these needs is a complex matter 
involving much compromise. 
Maastricht was just such a com- 
promise: not a series of final solu- 
tions. but an inescapable agenda. 

No one can pretend that the 
treat; as a document is simple, 
lucid or elegant; some people pre- 
tend that It is unintelligible. But 
its general objectives are clear, 
large and unmistakable: to carry 
the process of European Integra- 
tion a large stride forward, with- 


out unnecessary centralisation of 
powers, and to extend it on a 
broad front into new fields such as 
foreign policy, perhaps defence 
one day, justice, immigration and 
social welfare. On immigration, 
for example, member states natu- 
rally wish to preserve a high 
degree of autonomy, but only the 
foolish pretend that national 
responses alone can deal with the 
scale of potential migratory pres- 
sures bearing down on the Com- 
munity from ail sides. Maastricht 
or no Maastricht, common action 
is needed. 

Common interests 

This extension of the process of 
European integration does not 
derive from some dogm at i c and 
abstract federalist ambition. It is 
in Britain’s Interests to take part 
in the process of European inte- 
gration, because Britain and its 
European partners have increas- 
ingly broad interests in common, 
and share more and more prob- 
lems which they can better tackle 
together. 

The British government has 
resisted any binding commitment 
to take part in a single currency, 
and the British political establish- 
ment may not think in Commu- 
nity terms as instinctively as 
some of its continental counter- 
parts; but the central reality is 
that Britain is a European country 
with European interests and Euro- 
pean problems, and it needs Euro- 
pean policies which can be devel- 
oped with its European partners. 

That is the function of the Euro- 
pean Community: to enable the 
member governments jointly to 
develop common policies. The 
most misconceived and misleading 
ingredient in the Maastricht 
treaty, was the attempt to pretend 
that Emu would be an automatic 
mechanism leading unstoppably 
to a single currency. Nothing in 
the Community has ever been or 
can ever be that automatic; this is 
a Community of sovereign govern- 
ments which are permanently 
engaged in negotiation and deci- 
sion-making. And in such a Com- 
munity, Britain has everything to 
gain; the only thing it need fear is 
that it may mistakenly exclude 
itself, by retreating to some anach- 
ronistic isolation. 

This was the platform on which 
ail three political parties fought 
the general election in April. Now 
they must deliver. 


Two principles 
for Hong Kong 


FOR A COUNTRY more than 3,000 
years old, four years and eight 
months is a very short time. In 
angrily dismissing the modest 
plans of Mr Chris Patten, Hong 
Kong’s governor, for political 
reform and threatening to reverse 
them when it regains sovereignty 
over the territory on July 1 1997, 
China has signalled that it is quite 
prepared to wait him out. For Bei- 
jing, this is merely the last irrita- 
ting chapter in its attempts to 
wrest the best harbour on its coast 
back from duplicitous Britain. 

For Mr Patten, however, failure 
by China to respond in any way to 
his proposals would be damaging, 
despite his bold challenge to Bei- 
jing to come up with better ones. 
Hong Kong people will increas- 
ingly feel that the broadening of 
the democratic base is pointless if, 
instead of being on the “through 
train" to Chinese rule which nego- 
tiators have been attempting to 
create, they seem to be accelerat- 
ing straight into a set of buffers. 

China’s position may be bluster. 
Mr Patten will have expected a 
hostile response in Beijing - 
though perhaps not the degree of 
vilification whipped up by the Chi- 
nese press - but his gamble must 
remain that China will feel bound 
either to negotiate or to acquiesce. 

Popular support 

The best reason for hope that It 
will eventually respond is that it 
is in China’s political and eco- 
nomic interests to do so. By 
overtly seeking - and apparently 
winning - broad popular support 
in Hong Kong, Mr Patten has 
touched Beijing on a very raw 
nerve. The integration of the Hong 
Kong economy with that of the 
neighbouring regions of China 
should have progressed still fur- 
ther by 1997. 

The Communist party wants the 
region to be the next industrialis- 
ing tiger while remaining under 
its control, already a difficult bal- 
ancing act The last thing Beijing 
wants is militant opposition 
among the best-off 6m people at 
the heart of it. The sacrifices 
involved in precipitate action by 
Beijing would be far greater than 
at Tiananmen Square in 1SS9. 

Popular support is Mr Patten's 
strongest weapon - which makes 
it all the more important that he 
do everything he can to carry all 
quarters of Hong Kong society 


with him. Support from ordinary 
Hong Kong people is important in 
order to keep the goad in China's 
back. Backing from the business 
community, which appeared to be 
showing the first signs of anxiety 
yesterday, is equally important. 
Many pillars of that community 
have favoured a softly, softly 
approach to China, feeling that 
this best safeguarded their future. 
Mr Patten’s view is that prosperity 
would be best protected by Ms 
proposed changes. He will have to 
convince them that he is right 

Airport row 

Two principles are involved in 
planning Hong Kong's future: 
first, that its citizens should be as 
free as possible: and second, that 
prosperity should be assured. Mr 
Patten is right to bind them 
together, but some in Hong Kong 
worry that the first will get in the 
way of the second. 

The main symbol of future pros- 
perity Cor many local businessmen 
is Hong Kong’s £I36n airport proj- 
ect It too. has become embroiled 
in the current political row. Chi- 
na’s reaction to Mr Patten’s pro- 
posals clouds the prospects for a 
quick agreement on airport 
financing, and that must mean 
that the project’s future is In 
doubt 

This would not however, be the 
disaster that people in the busi- 
ness community are likely to 
paint it Hong Kong already has a 
good - if crowded - airport, and 
others are being built nearby. 
Hong Kong does not need a new 
airport at any price. 

Britain’s change of style in deal- 
ing with China comes very late. It 
may be seen by history as the last 
possibly futile, gesture in a 
botched withdrawal which has 
done little justice to the citizehs of 
one of the most successful parts of 
Britain's former empire. But Mr 
Patten’s attempt to boost demo- 
cratic choice within the frame- 
work of Britain's agreement with 
China deserves support. The 
effort however late and limited, is 
worthwhile. 

The feet is that it is in China's 
interest that Hong Kong people 
should be confident about the 
future and have a sew airport Mr 
Patten has not acted unilaterally. 
He has made proposals. Beijing 
should discuss them with him 
instead of abusing him. 


T he prospect of a victory 
for Governor Bill Clinton 
in the US presidential 
election has hit US phar- 
maceuticals stocks. 
Since the Democratic convention in 
July, the shares wMch were the 
market's favourites last year have 
fallen by more than 10 per cent on 
average. 

The sharp decline has been 
prompted by fears that a Clinton 
ad m i nistra tion might introduce con- 
trols on drug prices. Mowing the 
lead of other countries. Ministries of 
health In nearly all the largest mar- 
kets are planning measures to slow 
the growth of drugs spending 
through price cuts or freezes. 

Such pressure threatens to under- 
mine sales and naming s growth, 
leading eventually to a restructur- 
ing of the world's pharmaceuticals 
industry. 

In August, for the first tune, Ger- 
many’s Krankenkassen - the 
health insurance organisations 
which provide cover for everyone in 
work - shushed the amount they 
were willing to pay for drugs, cut- 
ting prices on average b; 5 per cent. 
The reductions, followed by a two- 
year price freeze, are part of a pack- 
age that observers believe could 
slice drugs groups’ profits in Ger- 
many, the world's thini-largest mar- 
ket for pharmaceuticals, by a quar- 
ter. 

In Italy, the world’s fourth-largest 
market, the treasury - which sets 
drugs prices - has refused to allow 
any further increases. 

Meanwhile, in Japan, the world’s 
second-largest market, the ministry 
of health has cut drugs prices by 8 
per cent on average this year. The 
prices of some medicines have been 
reduced nine times in the past 14 
years. 

But it is in the US, the world’s 
biggest market for pharmaceuticals 
and one of the last, with Denmark, 
in which drug prices are not set by 
the government, where the implica- 
tions of price curbs could be most 
serious. Companies are already vol- 
untarily limiting their prices in the 
hope of avoiding legislation, but 
their efforts may be too late to pre- 
vent it. 

The reason for worldwide pres- 
sure on prices is that healthcare 
budgets in almost every developed 
country are out of control. A combi- 
nation of rising demand for care 
from ageing populations and 
increasingly expensive medical 
technology has sent health spend- 
ing spiralling. 

Germany spent about 9 per cent 
of gross national product on health- 
care in 1989 compared with 6 per 
cent in 1970. Last month, the Ger- ( 
man health ministry warned that 
the Krankenkassen could register a 
deficit in western Germany alone of 
DMlObn (£4bn) this year because 
the cost of healthcare would out- 
strip contributions. 

In the US, healthcare expenditure 
has risen from 7 per cent of GNP in 
1970 to 12 per cent in 1990. Over the 
same period the proportion of the 
costs met by federal and state 
authorities has increased from 22 
per cent to 41 per cent The rest is 
paid by individuals and private 
health insurers. 

Governments, faced with such ris- 
ing healthcare expenditure, have 
preferred to target the prices and 
volumes of drugs prescribed rather 
than trim spending on politically 
sensitive areas such as hospitals 
and doctors. 

The dilemma is particularly acute 
in the US where American congress- 
men threatened the industry with 
legislation following the publication 
in August of a report by the US 
General Accounting Office, the 
investigative arm of Congress. The 


Price constraints threaten to undermine 
the sales and earnings of leading drugs 
companies, writes Paul Abrahams 

A bitter pill 
to swallow 


report showed that the price of 
some drugs (see accompanying 
chari) had increased by more than 
200 per cent over the past six years 
compared with a 2&2 per emit over- 
all rise is the consumer price index. 

Congressman Pete Stark, Califor- 
nian Democrat and chairman of the 
House Ways and Means health sub- 
committee, said the report demon- 
strated there was no justification 
for the steep price increases in pre- 
scription drugs. He blamed “corpo- 
rate greed". 


M r Paul Freiman, 
chairman of the 
US Pharmaceutical 
Manufacturers 
Association, says 
the war of words over prices is 
partly the reason why relations 
between the government and the 
American pharmaceuticals sector is 
at its lowest point for 30 years. 

The response from global drugs 
groups has been defensive. They 
argue that, by setting their sights 
on prices, governments are aiming 
at the wrong target. 

“Expanding healthcare budgets 
are not a drug-driven phenomenon. 
In the UK, the proportion of health 
expenditure represented by drags 
has only risen from 9 per cent in 
1960 to 10 per cent in ISM," says Mr 
Jim Attridge, international business 
operations manager at Id’s phar- 
maceuticals division. “That isn't 
much of an increase." 

Expenditure on drugs accounted 
for 14 per cent of total US health- 
care costs in 1900, according to Mr 
Peter Lauper, head of pharma-eco- 
nomics at Ciba-Geigy in Switzer- 
land. By last year the proportion 
was down to 7 per cent, although 
overall spending on drugs was up. 
Over the same period, much of the 
rise in healthcare spending was 
generated by the cost of running 
hospitals and doctors' surgeries. Mr 
Lauper says expenditure on hospital 
staff and other costs represented 34 
per cent of healthcare spending in 
the US in -I960, and had reached 45 
per cent in 1990. 

Nevertheless, drugs companies 
admit their case is not helped by 
their traditionally high profit mar- 
gins and returns on capital. At 
Glaxo, worldwide pre-tax profit 
margins were 31.4 per cent last 
year, while those of SmithKline 
Beecham, the Anglo-American 
healthcare and consumer products 
company, were 25.6 per cent. Merck, 
the US giant and the world's largest 
drugs group, had margins last year 
erf 36.8 per cent 

During the fatter years of the late 
1980s, such pre-tax margins 
attracted little attention. But while 
other industries' earnings have 
plunged during the recession, those 
or the pharmaceuticals groups have 
been conspicuous by their strength. 

The industry defends its profits 
by arguing it needs to invest In 
research and development. Ameri- 
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can groups, for example, now spend 
about $llbn a year researching and 
bringing new drugs to market, com- 
pared with $4.5bn five years ago. 

Many diseases still have no cure, 
ranging from Aids to Alzheimer’s. 
Given adequate resources, the 
industry claims, it can find them. 
More than 90 per cent of medicine 
discoveries are developed by the 
drugs industry, according to the US 
pharmaceutical manufacturers asso- 
ciation. American companies dis- 
covered 47 of the top 97-selling 
drugs launched between 1975 and 
1889. Countries with lower prices 
and profit margins, such as France, 
do not develop best-selling medi- 
cines because they do not earn 
enough to plough into R&D, the US 


industry alleges. 

One snag with this argument is 
that the industry’s high margins 
are calculated after the costs of 
R&D have been deducted. In other 
words, the substantial profits 
achieved by most of the industry 
are banked after companies have 
met their R&D expenses. If they did 
not spend as much on R&D, their 
profits would be greater. 

American politicians have so far 
been unimpressed by voluntary 
undertakings by the industry to 
control Us prices. Merck. Upjohn, 
Hoechst-Roussel, Bristol Myers 
Squibb, ICI and Pfizer have all 
introduced measures holding down 
some or all of their prices. So far. 
companies supplying a third of the 


US market have promised to keep 
price rises in line with the con- 
sumer price index, according to the 
industry association. 

In spite of such undertakings, 
global pressure on pricing is 
unlikely to disappear. The ensuing 
structural change, according to Mr 
Viren Mehta, partner at Mehta and 
Isalay, the New-York healthcare 
investment group, is producing “a 
bifurcation of the industry between 
the haves and the have-nots”. 

The haves, according to Mr 
Mehta, are those companies with 
development departments which 
have the expertise and scale neces- 
sary to bring drugs to market 
quickly in the US, Europe and 
Japan. They also have strong mar- 
keting skills to exploit the new med- 
icines to the full He describes them 
as M&D - marketing and develops 
ment - groups. Among them, he 
lists Merck and Pfizer of the US. 
and Glaxo of the UK. 

The have-nots are those groups 
with few new products and expiring 
patents. These weaker groups, 
which used to generate profit 
growth through price increases, 
have been particularly hard hit by 
the recent pricing constraints. 

In the third quarter of this year, 
for example, the US group Bristol 
Myers Squibb reported pre-tax prof- 
its growth of 5 per cent, while 
Upjohn' s increase was only 1.4 per 
cent. Eli Lilly recorded a loss of 
$268. 5m after restructuring charges. 
In contrast. Merck, one of the 
“haves", increased earnings by 17 
per cent 

The polarisation of the industry 
could be followed by consolidation 
among tbe have-nots. Mr Martyn 
Postle, a pharmaceuticals industry 
consultant at Coopers & Ly brand, 
the management consultancy 
group, says: “In 1989 the top 
25 companies had about 50 per cent 
of world pharmaceuticals sales. By 
the end of the decade the top 15 
groups will control half of the 
market," 

E conomies of scale among 
the leading M&D groups 
would allow them to 
reduce the proportion of 
turnover spent on mar- 
keting and R&D. Mr Paul Krikler, 
industry analyst at Goldman Sachs, 
the stockbroker, says leading com- 
panies could reduce their sales and 
general administration costs to 
about 25 per cent of turnover - 
Glaxo currently spends about 40 per 
cent of turnover on sales and 
- administration. 

Further costs could be saved 
through the rationalisation of phar- 
maceuticals manufacturing, an area 
of significant over-capacity. Drags 
groups have duplicated manufactur- 
ing plants, particularly in European 
countries, where they have used the 
promise of local Investment to nego- 
tiate higher drags prices from gov- 
ernments. Glaxo has manufacturing 
capacity in 42 sites in 31 countries: 

The cost-cutting has already 
started. Last week, Eli Lilly said it 
was spending 5519.6m on restructur- 
ing its operations, including manu- 
facturing. Syntax, a US group, also 
announced a restructuring plan 
during the same week. 

Through such cost-containment, 
some of the larger groups may 
become stronger global competitors. 
But for the weaker companies, the 
trend towards government-imposed 
price constraints in the world's 
main markets threatens their sur- 
vival 


Saturday’s FT 

Soma copies at the Saturday 
edition were distributed with an 
incorrect Illustration on this page. 
The error is regretted. 


Joe Rogaly 


The Tories’ hung party 



Since U-turns are so 
much in fashion, 
here is one of mine. 
It no longer appears 
to me to be “almost 
certain”, as I have 
been saying 
recently, that Mr 
John Major will sur- 
vive as prime minis- 
ter for another four years. This is 
not a turn very far around the U. 
There is no suggestion that Mr 
Major is definitely, or even proba- 
bly, for the chop. In fact the odds 
are still in favour of him keeping 
his job. It Is just that there seems 
no end to the series of misfortunes 
that fate has decided to inflict upon 
his premiership. It has therefore 
become prudent to visualise scenes 
in which he steps down. 

One such was conjured up by a 
leading Eurosceptic in a hotel foyer 
during the recent Conservative 
party conference in Brighton. The 
conversation had passed beyond the 
technicalities of a formal challenge, 
of the kind that felled Lady 
Thatcher. Nothing of the sort 
seemed likely to happen. Then 
Mr E Sceptic said “what about 
this?” whereupon he put his arm 
around my shoulders mid, adopting 
the manner and voice of Sir Marcus 
Fox. proclaimed: “Prime minister, 
the members want you to spend 
more time with your family . . 
The obvious reply was, "but if that 
happened you would get an even 
more Europhfle prime minister than 
Mr Major, since the candidates 
are . . to which Mr Sceptic 
replied: “If we must choose from 
three peas in a pod, let us at least 
have a competent pea." 

This exchange was quickly forgot- 
ten, but over the past few days it 
has returned to haunt me. The spec- 
tres began to reassemble as Sir Mar- 
cus. chairman of the backbenchers’ 
1922 committee, scuppered the plan 
to close 31 coal pits. Then last 
Thursday a gang of Europhobes 


ambushed a regular meeting of the 
*22, much in the same manner as 
militant members of the far left 
once hijacked Labour party and 
trade union assemblies. Tbe execu- 
tive of the committee emerged to 
say that Mr Major’s plan to reopen 
parlii^iiLary debate on tbe bill to 
ratify the Maastricht treaty was 
premature. 

That should have been brushed 
aside as an opening skirmish in a 
long drawn-out parliamentary bat- 
tle. After all. it is now clear that 
what was elected on April 9 was not 
a Conservative government with a 
majority of 21, but a hung parlia- 
ment in which the two parties that 
most loathe one another, the 
Thatcherites and the Majorites, 
stand beneath the Tory flag. The 
difficulty Is that the government 
has no idea of how to operate In a 

No sane government 
seizes a hand-grenade 
and threatens to pull 
the pin if it does not 
get its way 

hung parliament; the notion that 
one exists Is so abhorrent to Conser- 
vatives that they will find it hard to 
accept my half-joking suggestion 
that It does. 

After the '22 spoke. Number 10 
Downing Street decided to reassert 
the principle of a parliamentary 
majority. On Saturday the prime 
minister's office allowed (encour- 
aged?) newspapers to report that if 
the government loses the vote an 
the Maastricht debate due on 
November 4 a general election will 
follow. The Labour party would be 
well placed to win it. This threat 
was unwisely timed, as Mr Major 
himself seemed to acknowledge in a 
radio interview on Sunday and the 
party chairman. Sir Norman 
Fowler, appeared to be shouting out 


loud yesterday. No sane govern- 
ment ties a hand-grenade round its 
waist and threatens to pull the pin 
if it does not get its way. For Mr 
Major and his colleagues to do so is 
a clumsy confidence trick. 

So grave have matters become 
that the Labour party has been 
roused from its post-electoral slum- 
ber. It seems ready to compromise 
on Its commitment to the Maas- 
tricht treaty in the hope of damag- 
ing the prime minister. Tbe time is 
not right, its sbadow ministers are 
saying; the Danes have not yet spo- 
ken - anyhow the upcoming vote 
is a matter of confidence in the gov- 
ernment, of which the opposition 
naturally has none. If there are 
votes in sophistry. Labour will 
romp home next time. 

The likely outcome, of course, is 
that the government whips and 
business managers will find a way 
out, as they did over coal last week. 
But it is trickier now. A motion that 
stresses confidence in the govern- 
ment will attract a negative vote 
from Labour and the Liberal Demo- 
crats but should minimise the num- 
ber of Maastricht rebels. A motion 
that stresses tbe merits of the 
treaty makes it harder for Labour to 
vote against, but will maximise the 
Thatcherito party's vote. A soft 
motion - to adjourn the house, say 
- exposes the government's weak- 
ness. These equations contain too 
many unknowns to make prediction 
easy. 

Tradition has it that governments 
get their way in the end. Tradition 
is probably right. If so. Parliament 
will - eventually - ratify Maas- 
tricht, In which case the prime min- 
ister's fortunes may begin to take a 
turn for the better. There is, how- 
ever, a chance that it will not - 
that the whole endeavour will be 
cast aside on Wednesday week, or 
before the winter is out. If that 
unlikely accident happens, it will be 
hard to say what point there is in 
Mr Major carrying on. 


///////A////// 
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Applications are invited for the 

Alan Harper Bursary, 

an award jointly sponsored by the 
Financial Times and BT, in 
association with the 
British Journal of Photography. 

A bursary of up to £5000 will be 
available to full-time photographers / 
photographic technicians , or 
students on a recognised full-time 
photographic course aged 25 or 
under on 1 January 1993 . 

This bursary has been set up in 
memory of FT Photographer 
Alan Harper who died whilst on 
assignment in Kuwait in April 1991. 


Please contact Natasha Anderson 
on 071 873 3517 for an 
application form . 

CLOSING DATE 31 DECEMBER 1992 


FINANCIALT1MES 


n 





22 








FINANCIAL TIMES TUESDAY OCTOBER 27 1992 


Last of the royal yards 
are placed in the dock 

A government decision on the location of submarine facilities will 
determine the fete of Rosyth and Devonport, says David White 



J ust upstream from the 
Forth rail and road 
bridges in eastern Scot- 
land there is a giant cav- 
ity dug Into reclaimed 
land. The hole is easily big 
enough to accommodate half a 
dozen football pitches. Dump 
trucks beetle around Its floor. 
Being poured-into this pit are a 
quarter of million cubic metres 
of concrete and public money 
already exceeding £17Qm. 

It is meant Co become two 
dry docks for nuclear-powered 
submarines, one big enough to 
take Britain’s new Trident bat 
U-stic-missile vessels, the larg- 
est submarines ever tndlt in 
the UK. But it could equally 
well become nothing at alL 
The government has to make 
a judgment of Solomon 
between the two remaining 
royal dockyards. A decision 
between this project at Rosyth 
and the rival plans of 
Plymouth's Devonport dock- 
yard is due by Christmas. At 
both -yards, thousands of jobs 
are at stake. 

The dilemma has received 
little national publicity, but 
either region would take fail- 
ure as a blow comparable to 
the government's (dans for col- 
liery closures. Rosyth Royal 
Dockyard is the biggest single 
industrial site in Scotland, 
Devonport the biggest in 
SOUth-west England. 

They are the remnants of a 
network of naval yards dating 
back to Henry VH, the first 
monar ch to maintain a stand- 
ing fleet Deptford and Wool- 
wich disappeared last century. 
Chatham and Gibraltar were 
abandoned in 1984, and Ports- 
mouth was downgraded. They 
used to build ships as well as 
repair and refit them, but no 
warships have been made at 
the dockyards for more than 20 
years. 

In the late 1970s the royal 
dockyards employed 34,000. By 
the mid-1980s the figure had 
dropped to less than 20,000. 
Since then, the annual busi- 
ness has remained constant at 
about £420 m. There are now 
just 5,000 working at Devon- 
port and 4,000 at Rosyth. 

In 1987, after 16 years of 
Intermittent studies, the gov- 
ernment brought in private- 
sector managers to tackle 
waste and inefficiency in the 
dockyards. Devonport, the larg- 
est complex of its kind in 
Europe, was won by a consor- 
tium of Brown & Root of the 
US, BICC and the Weir Group. 
Rosyth went to Babcock 
Thorn, a joint venture between 
Babcock International and 
Thom EMI of the UK. The 
assets remained the Ministry 
of Defence’s, and the managers 
laid licence fees. 

The yards were guaranteed a 
“core programme'’ of work. 
But this has withered along 


Devonport: bidding to convert its battleship docks 


with the cold war. Above all, 
requirements for submarines 
have been cut Refuelling and 
refitting a nuclear submarine 
is two and a half years of work, 
worth up to £150m. It is the 
backbone of the business. 
When the management compa- 
nies entered their seven-year 
contracts there was room for 
two facilities. Now there 
clearly is not 

The issue needs to be 
resolved before the govern- 
ment can go ahead with its 
next plan, fuller privatisation. 
The current consortia may be 


the MoD’s invitation. Potential 
bidders include VSEL. which 
makes all Britain’s submarines 
and is itself in the middle of 
deep retrenchment; GEC, 
which owns Yarrow Shipbuild- 
ers and has ambitions to be an 
all-encompassing naval sup- 
plier, British Aerospace, winch 
makes naval weapons; and 
Rolls-Royce, which supplies 
naval engines. However, the 
two incumbent groups regard 
themselves as front-runners - 
both of them prepared to 
bid for both yards, but each 
Intent on holding on to 


The yards were guaranteed a core 
programme of work. But this has 
withered along with the cold war 


able to extend their contracts 
fay one or two years beyond 
1994 but the Ministry of 
Defence has already invited 
companies to express their 
interest in purchasing either or 
both the dockyards. It le 
looking for 20 per cent savings 
in naval support costs and says 
sailing the yards is a “logical 
progression" from today's con- 
tractor arrangement s . 

“We would see the ministry 
washing their hands of all 
future redundancy costs,” says 
Mr Allan Smith, managing 
director of Rosyth Royal Dock- 
yard. 

At least 10 companies are 
believed to have responded to 


the nuclear work. 

Both companies have 
branched oat into non-MoD 
work such as boatbuilding. 
Rosyth has 500 people refur- 
bishing carriages for British 
Rail and London Underground, 
and much of the site looks 
more like a railway marshal- 
ling yard rather than a dock- 
yard. But commercial work is 
only about a quarter of the 
total. 

“Without the nuclear work 
we would be going below the 
critical mass for a facility of 
this size,” says Mr Mike Leece, 
managing director of Devon- 
port Management Limited, The 
Devonport yard. This contains 


a messy array of buildings 
from various stages of its long 
history and covers 300 acres, 
much bigger than Rosyth. It 
has been on a crisis footing for 
the past 18 months. 

Rosyth, which has been 
building its new facility since 
1987, was Initially the natural 
choice for a reduced submarine 
programme. It was the only 
yard to have refitted ballistic- 
missile boats. In April last 
year, Devonport made an unso- 
licited bid to provide rival facil- 
ities by converting old battle- 
ship docks, big enough to 
house the Trident submarines. 
It says thj g would limit cppifad 
costs to mom, well below the 
cost of completing the works at 
Rosyth. By enabling Devonport 
to operate at optimum levels, it 
would save millions of pounds 
a year on the cost of refitting 
surface ships. 

Without the submarines, it 
expects employment would fell 
to about 1,000, with little secu- 
rity. If it closed, the logic of 
having a big naval base on the 
same site would also be under- 
mined. Studies indicate that 
more than 22,000 jobs in the 
region could be lost 

But if Devonport got its way, 
Mr Smith is convinced there 
would be no room for another 
yard. “We would end up sooner 
or later shutting Rosyth.” he 
says. 

Rosyth has had an unsteady 
history. Built as a specialist 
refit yard before the first world 
war, it was closed between the 
wars. The adjacent naval base, 
from which only minor war- 
ships are expected to operate 
in future, provides very little of 
the dockyard's work. 

The race for survival is 
bringing out increasingly dirty 
tactics. Rosyth’s managers 
maitA dark limta about nuclear 
safety risks at Devonport; a 
study commissioned by Devon- 
port questions the wisdom of 
relying on Scotland, drawing 
comparisons with Russia and 
Ukraine. 

Faced with Devonporfs chal- 
lenge, Rosyth scrapped plans 
for a grandiose covered dock 
and is offering to complete a 
simpler project for a fixed price 
of £267m. It envisages a new 
consortium which it says 
would be able to keep both 
dockyards going, employing 
some 3,500 at each. 

Mr Smith believes the yard’s 
late campaign may have 
brought it back from the brink. 
He is counting on government 
reluctance to contemplate 
"another Ravens craig” (the 
Lanarkshire steel complex, the 
closure of which was 
announced in January), and 
the temptation of opting for 
the least damage to the dock- 
yard communities. If he is 
wrong, Rosyth will literally be 
staring at a hole in the ground. 


Observer 
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Replacing 
homo Lucas 

■ It used to be said in the City 
there were two types of men; 
homo sapiens and homo Lucas. 

Lucas Industries’ reputation 
for inbred management has 
once again reared its head with 
the departure of Tony 
Edwards, who was to have 
taken over from Sr Anthony 
Gill as chief executive at the 
end of the year. 

In 1969 Lucas brought in two 
senior managers from the 
outside; David Hankinson as 
finance director and Tony 
Edwards as head of the 
aerospace division. Shortly, 
both will have gone. 

The 62-year-old Sir Anthony 

IS chairman and diisf 
executive, and has effectively 
been acting as finance director 
while a replacement for 
Hankinson was found. In the 
year in which he would 
normally have been expected 
to retire he has also taken on 
an extra non-executive 
directorship, at Tarmac. 

Quite why the board 
changed its view about the 
flamboyant Edwards is not 
clear - though the turn of 
events may give some quiet 
satisfaction to Hankinson. 

Some analysts believe he did 
not think Edwards was yet 
ready for the top job, and he 
left a month after Edwards 
was confirmed as Sir 
Anthony's heir apparent 
How have the nonexecutive 
directors acquitted themselves 
in all this? Sir Anthony has 
lined up a formidable array 
- several through 
headhunters rather than 
anything s m ackin g of the old 
boy network. Six out of ten 
board members are 
independent, with a depth and 
variety of experience ranging 
from Sir Colin Southgate to 
senior Credit Lyonnais banker 
Philippe Souviron. 

It looks like an ideal 


Cadbury prescription - but 
for all the manageme nt 
succession is less than ideal 


Code barred 

■ Now might not be a good 
time to start reading Tolstoy, 
since there is only one day to 
go before the world ends. 

“Jesus will come in the feast 
of trumpet” on October 28 1992 
according to an advert in USA 
Today international, paid for 
by the COC Mission from 
South Korea. 

The Mission cites several 
biblical quotations as 
authority, notably the 
reference to the “strengthening 
of the EC as economic giant” 
apparently to be found in 
Daniel chapter 2, verses 40-43. 

Turning to the Eing James’ 
version, one finds no reference 
to Jacques Defers. Instead, the 
passage begins “And the fourth 
kingdom shall be strong as 
iron; forasmuch as iron 
breaketh in pieces and 
subdueth all things; and as 
iron breaketh all these, shall 
it break in pieces and bruise.” 
The verse is about as clear as 
an EC directive. ' 

Never mind nit-picking. You 
will want to know how to 
prepare for the end of the 
world. “Make sore the grace 
of blood of the cross” says the 
Missi on (grammar will 
presumably go out of fashion 
after Armageddon) and “give 
op your fleshly life”. But most 
important, the Mission 
commands “Do not receive 
the mark 666, bar code on the 
forehead or right hand!" 

Sounds tricky, but most of ns 
might just about manage it 


Cuba libretti 

■ Political appointees in 
Washington are getting their 
CVs ready and lobbyists are 
rewriting their address books. 
But the Cuban-American lobby 
has made sure its bread is 



“ And annthw thing the 

elephants miss you, John” 


battered on both sides. 

The king of the Cuban lobby, 
Jorge Mas Canosa, long ago 
set up in business with the 
president’s son Jeb Bush. Jeb 
denies he pulls strings with 
his father. “But from time to 
time I pass on messages.” 

If Bill Clinton makes it to 
Pennsylvania Avenue, the 
messages will no doubt be 
carried by Maria Rodham. A 
Cuban-American herself, she’s 
also married to Hilary 
Clinton's brother. No surprises 
then that the traditionally 
Republican ex-Cubans 
contributed at Least $125,000 
to the Clinton campaign- 


Moneytalk 

■ When it comes to malting 
investing in stocks and shares 
sound fun, Jim Slater, the 
former boss of the foiled Slater 
Walker financial conglomerate, 
is not in the same league as 
America's Warren Buffett 
Even so, his new investment 
handbook. The Zulu Principle, 
contains some useful tips. 

Although Slater is no longer 
a corporate predator, he still 
thinks like one. He worries, 
for example, when a company’s 


finance director doesn't have 
a reasonable shareholding in 
the company he works for, and 
the chapter on creative 
accounting is worth reading 
if only because Slate r Walker 
used to he a prime exponent 
of the art before it went under. 

As for the odd name of his 
new tome, Slater admits it was 
his wife’s idea. She had read 
a four-page article on Zulus 
in the Readers Digest “ From 
that moment an she knew 
more than I did about Zulus,” 
says Slater, who believes that 
the same principle of bull ding 
up specialist knowledge is the 
key to investment success. 


Not amused 

■ Inspired by Observer’s 
efforts on the limerick front, 
the muse descended upon John 
Mackenzie-Green, managing 
director of Lloyd’s brokers CE 
Heath, on the 6^8 am from 
Basingstoke yesterday. 

Heath Insured, the yacht 
bis company is sponsoring to 
Chay Blyth’s British Steel 
round-the-world challenge was 
last night expected to come 
into Rio, on the first leg of the 
race, in third place. So 
Ma nlnnwi tx Arepn riHnhud the 
telegram he had planned in 
favour of some doggerel for 
the skipper Adrian Donovan. 

I thought Td explained that 
the worst 

You could do on leg one was 
come first 

And I gave you my word 

If you only came third 

That Td want ebay’s full 
fee reimbursed! 

Perhaps if you master the 

tmanlr 

Of threatening the crew with 
the sack 

Then your megalomania 

On the way to Tasmania 

Will give them th’incentive 

they lack. 

There then follows, from the 
comfort of BR, another verse 
of hearty congratulations. He 
had penned it all by Woking. 
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Free parliamentary 
vote on Maastricht 
the virtuous course 

pose a free vote not only on 


Losses not a 
pointer to 
pit viability 

From Mr Andrew Qlyn. 

Sir, You reported (”TUC 
challenges claim of losses at 10 
pits”. October 21) British Coal's 
statement that the 10 pits due 
for closure after the 90-day con- 
sultation period were making 
losses of £3Im “in the financial 
year since April” and that this 
debarred them from having “a 
rote to play under any eco- 
nomic scenario”. Two points 
should be made about this fig- 
ure. First, there is a strong sea- 
sonal element (holidays etc). In 
the first quarter or 1991-32 pits 
in the Yorkshire and Notting- 
hamshire coalfields recorded 
only 10 per cent of their profit 
(“operating cash flow”) for the 
year; and in the first two quar- 
ters only 22 per cent Partial 
results for an (unspecified) 
early part of the financial year 
are therefore not a reliable 
indicator of the year’s results. 

Second, even If the pits were 
.on the road to annual losses, 
this . would not be a reliable 
guide to future prospects given 
variability in mining condi- 
tions. The experience of all 50 
pits over the past five years 
reveals 36 instances of losses in 
one year being followed by 
profits in the next, and this has 
already happened in five of the 
50 threatened pits. 

Mr Heseltine, the trade and 
industry secretary, repeated in 
the House of Commons on 
October 21 that what distin- 
guished the 10 was that “they 
are losing money now”. Even if 
this were true over the past 
few months for each and every 
one of them (which British 
Coal has refused to reveal), it 
would be a quite unreliable 
guide to their future financial 
prospects, let alone their poten- 
tial economic contribution. The 
government arid British Coal 
have given absolutely no Justi- 
fication for separating out the 
10 and excluding the 9m tonnes 
they produce and the 7,000 
miners who work in them from 
what is supposed to be a thor- 
oughgoing review of energy 
policy and the position of UK 
coal. 

Andrew Glyn, 
fellow and tutor 
in economics. 

Corpus Christ i College, 

Oxford 


From Mr Brian B GUL 

'Sir, Britain's prime minister 
need not risk his government's 
neck over the Maastricht 
treaty in order to deal with his 
Euro-rebels (“Tory Euro-rebels 
renew defiance over Maas- 
tricht”, October 26) because he 
can achieve his ends in a much 
less dangerous manner. 

He should make a virtue out 
of the feet that parliament, and 
in particular his own party, 
much more accurately reflects 
the doubts of its electorate 
than does the legislature of vir- 
tually every other Community 
member state. He should pro- 


From Mr Richard Branson. 

Sir, In bis gloom at the pros- 
pects for independent airlines 
George Williams (Personal 
View, October 20) comes dan- 
gerously dose to swallowing 
the myth that only the largest 
airlines can survive - a triple 
fallacy. 

First, smaller airlines are 
more Innovative, free of the 
large airline tradition of eradi- 
cating consumer choice. For 
example, Virgin Atlantic has 
pioneered an unrivalled range 
of popular developments, 
including seat-back videos for 
every passenger, limousines, 
masseuses, lounges on board 
and a new class of travel for 
full-fare Economy passengers. 

Second, smaller airlines 
deliver a better product This is 
the service industry par excel- 
lence. In choosing airlines, pas- 
sengers attach great impor- 
tance to the care, courtesy, 
enthusiasm, friendliness, 
respect and efficiency with 
which the airline’s people treat 


From Mr Jeremy CKtiner. 

Sir, Having spent nearly ID 
years as chairman of the finan- 
cial committee of a successful 
local authority, perhaps I could 
comment on the suggestion 
that the taxpayer should com- 
pensate the local authorities 
which lost money with the 


next week's “paving debate” 
but also on the line-by-line con- 
sideration of the Maastricht 
biXL (This, of course, has the 
additional benefit of outflank- 
ing Labour’s position.) 

In this way. he can give a 
powerful and popular impetus 
to the UK presidency by focus- 
ing (as be has already Inti- 
mated) on the “democratic defi- 
cit" and the absolutely critical 
need to address the concerns of 
the citizens of Europe. 

Brian H Gill, 

282 Crow Strrei; 

London SE83PZ 


them, on board and on the 
ground. Large airlines' conspic- 
uous lack of these qualities led 
me to set up Virgin Atlantic 
Airways in the first place. Now 
our high service standards 
enable us to compete success- 
fully with six out of the world’s 
10 largest airlines. 

That success is absolutely 
dependent upon onr staff 
unders tanding the importance 
of their jobs and recognising 
their own personal contribu- 
tion. Personal commitment is 
important to passengers, bat 
rarOly found in large airlines. 

Third, smaller airlines are 
more efficient. For example, 
the largest airline has admitted 
costs at least 25 per cent above 
those of its smaller competi- 
tors, contributing to inflation 
by wasting several million 
pounds a day of passengers' 
money. 

So smaller airlines suffer no 
lack of advantages - but they 
do lack the chance to use 
them. A barricade of obstacles 


Bank of Credit and Commerce 
International Hie higher the 
return on money lent. In the- 
ory and in practice, the higher 
the risk; and those placing the 
money should have been made 
aware of that The particular 
circumstances of the largest 
loser - the Western Isles - 


Comparisons 
to bank on 

From Mr Philip Mickelborough. 

Sir, Richard Simmonds 
(Letters, October 24) may or 
may not be justified in unfa- 
vourably comparing a British 
with a Belgian bank, merely 
because the latter offered him 
6 per cent more sterling for 
BFr50,000 in the UK. 

He should also have changed 
£1,000 into BFr at both banks 
in Belgium, and compared the 
ratio offered there with that in 
the UK. Then he could have 
decided whether the disparity 
reflected British banking 
greed, or the different values of 
foreign currency to domestic 
and foreign banks. 

Philip Mickelborough. 

39 Kingsbury Street, 
Marlborough, Wiltshire 


to airline competition is still 
tolerated by governments. Gov- 
ernment-imposed exile to Gat- 
wick helped kill off many inde- 
pendent British airlines. That 
obstacle at least has gone, but 
now there is another historical 
precedence in the allocation of 
vital airport take-off and land- 
ing slots. 

There could not be a more 
anti-competitive measure, but 
it is still tolerated by govern- 
ments and may even be reaf- 
firmed in the EC under the 
British presidency. 

Get rid of these needless 
obstacles to competition; crack 
down hard on predation before 
it can damage smaller airlines; 
and ban state subsidies to air- 
lines. Then leave smaller air- 
lines to compete. They can and 
they will, to the great benefit 
of consumers. 

Richard Branson, 
chairman. 

Virgin Croup of Companies, 

120 Campden Hill Road. 

London W8 7AR 


gives cause for concern. 

I see no reason why those of 
us who are prudent should 
always be expected to bail out 
the foolish - if we did, pru- 
dence would have no merit 
Jeremy C Kilner, 

Choppards Mill, 

Huddersfield 


The myth that only large airlines can survive 


Prudence should continue to have merit 


Telford. 

A better way to live and work. 
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Thousands of anti-government demonstrators in Madrid join steel workers to protest against planned plant closures and job cats 


Gonzalez, for richer or poorer 


Peter Bruce says socialist rule has given cause for celebration and dissent 


THE SPANISH government had a 
good day on Sunday, celebrating 
10 years of rule by prime minister 
Felipe Gonzalez's Spanish Social- 
ist Workers Party at a massive 
rally in Madrid’s main bullring. 
Mr Gonzalez announced that he 
would stand for re-election next 
year and said what Spain needed 
most was another 10 years of 
socialist government 

Yesterday was less comfort- 
able. Nearly 1,000 steelworkers 
who have walked from northern 
Spain to protest at plans to cut 
9.700 jobs and 1.5m tonnes of 
capacity from the state’s two 
integrated steelmakers, in Astu- 
rias and the Basque country, 
arrived in Madrid. They were 
joined by another 10,000 protest- 
ers outside the industry ministry. 

It might be going too far to 
suggest that some of the people 
in the bullring on Sunday were 
outside the ministry last night, 
but what was being celebrated 
and what was being protested 
are, in essence, the same thing. 

The to years of socialist gov- 
ernment have been about prepar- 
ing Spain for life alongside the 
leading economies of the Euro- 
pean Community and that has 
meant raising the living stan- 
dards and increasing the wealth 
of its citizens. 

But as the steel march starkly 
showed. It has also been about 
making some of them poorer. 
Spain does not have an industrial 
policy as such but the state owns 


a lot of industrial companies - 
From steel to shipbuilding, coal, 
avionics, electricity and airlines 
- which, no matter how hard 
Madrid tries to leave them to the 
markets, keep demanding its 
intervention or support. 

This year Madrid merged its 
Asturian integrated steelmaker, 
Ensidesa, with Altos Homos de 
Vizcaya, which has a large plant 
near Bilbao, it drew up a neat, 


Both Ensidesa and AHV are high- 
cost producers of relatively com- 
mon products which couid be 
more cheaply imported from 
northern EC competitors. Their 
combined losses in 1991 and this 
year will be $1.3bn. 

But the spread of the vote that 
has kept Mr Gonzalez in power 
for a decade makes it Imperative 
that steelraaking continue in the 
Basque country and Asturias, 


If 9,700 steel job cuts, spread over six 
years, cause this much trouble, how 
will Spain ever trim its state industries 
before economic and monetary union? 


almost bold, plan to trim their 
combined 24,500-strong workforce 
and to cut steel output from 6m 
tonnes a year to 4.5m tonnes. 

It assumed it could combine 
two Asturian sites into one, keep- 
ing some blast furnaces in the 
port of Gijon open, and shutting 
those in nearby Aviles. The Gijon 
furnaces would then send molten 
steel to be cast in a modem steel 
shop in Aviles. 

At AHV. all the furnaces would 
be closed but Bilbao would get, 
instead, the world's biggest mini- 
mill which, through melting 
scrap in giant electric furnaces, 
would produce about 900,000 
tonnes of steel a year. The costs 
of the jobs (Hits and the new mil] 
would be a huge $6bn. 


which is a socialist stronghold 
and heavily dependent on subsi- 
dised steel and coal jobs. 

The socialists are strong in the 
Basque country too, but might 
require the support of the ruling 
Basque party in the Madrid par- 
liament if, as seems likely, Mr 
Gonzalez's PSOE does not win a 
majority at the next general elec- 
tion. 

Thus, the opposition of the 
EC’s competition commissioner, 
Mr Leon Brittan, to the steel plan 
came as a rude shock to Madrid 
this month. Mr Brittan, whose 
job it is to ensure that European 
industries are not unfairly subsi- 
dised, tried to persuade his fellow 
commissioners to have the Bilbao 
mini-mill and a further 800 


jobs cut from Spain’s plans. 

Last week the Commission 
compromised and asked Spain to 
find its own further cuts, either 
in jobs, capacity or subsidies - 
the implicit warning being that if 
it did not, the plan would not be 
approved by industry ministers 
on November 24. 

Madrid, then, is caught 
between Asturian and Basque 
anger at its original plan, and the 
need to make even deeper cuts. 
An ‘industrial shuttle". In which 
Madrid's industry minister will 
try to win support for its plan 
from sceptical EC partners in 
Britain, France and Germany 
before November 24, begins this 
week. 

ft may work, bat if 9,700 steel 
job cuts, spread over six years, 
cause this much trouble, bow 
will Spain ever trim its state 
industries before economic and 
monetary union (EMU), to which 
Spain is still committed, in 1999? 
The INI, the state industrial hold- 
ing company, has just announced 
plans to shed 20,000 jobs in four 
years, when, at best, only 25 per 
cent of INIs 140,000 employees 
work in profitable companies. 

But the day is not far off when 
the current trade-off between 
votes and jobs will become unten- 
able. Not yet, though. This is an 
election year and Mr Brittan has 
given Madrid a perfect opportu- 
nity to tell the steelworkers that 
it is, despite all appearances, 
fighting to save jobs. 


British Steel cuts production by 20% 


By Andrew Baxter in London 


BRITISH STEEL is to cut 
production by up to 20 per cent in 
the current quarter, underlining 
the disarray in the recession-hit 
European steel industry. 

The announcement yesterday 
prompted a 10 per cent fall in 
British Steel shares to 56p - 
compared with I25p when the 
company was privatised in 1988 
- and will raise fears of further 
job cuts at the company, already 
one of the most efficient steel- 
makers in Europe. 

- British Steel would not say 
how It planned to achieve the 
reduction in its ‘‘liquid steel- 
make”, which it blamed on a fur- 
ther deterioration in the demand 
for steel products in recent 


weeks, both in the UK and export 
markets. 

It denied a report immediately 
after the announcement that the 
reduction would definitely lead to 
short-time working, but admitted 
Job cuts could not be ruled out 

Production In the final quarter 
of British Steel’s fiscal year - 
the first three months of 1993 - 
will be reviewed in light of mar- 
ket conditions prevailing at the 
time, the company said. 

British Steel has a number of 
options for achieving the produc- 
tion cut short of outright job 
reductions. It could introduce 
short-time working at smaller 
plants, while shift patterns could 
be altered at the larger plants, 
most of which operate on a con- 
tinuing basis. This would mean 


that individuals would work 
fewer shifts each week. 

British Steel said in June that 
employment would be below 
42,000 by the end of the current 
fiscal year, compared with 44JJ00 
at the end of March. Following 
the closure in June of the 
Ravenscraig steelmaking plant in 
Scotland, employment is cur- 
rently 41,500. 

Yesterday’s announcement 
confirms the gloomy picture 
emerging from the European 
steel industry, which earlier this 
year had begun to believe the 
recession was ending as prices 
started rising after a steep two- 
year decline. 

But prices have slipped back 
again in recent weeks, due partly 
to the political and economic cri- 


sis in the UK, and to broader 
economic factors in Europe 
which have dented customers’ 
confidence. In addition, relatively 
small quantities of allegedly 
unfairly -subsidised eastern Euro- 
pean imports have been further 
depressing prices. 

British Steel is among the 15 
big EC steelmakers which earlier 
this month asked the European 
Commission for financial aid to 
cover 50,000 redundancies 
planned over the next three to 
four years. 

They also want ’‘guidelines” on 
production, consumption, exports 
and imports, and swift action 
against unfair competition from 
outside the EC. 


London stock exchange, Page 33 


Unification costs soar 


Continued from Page l 


considerable anxiety over what 
he will say. So far his only com- 
ment has been to describe the 
proposed tax increase as “about 
as useful as a hole in the head”. 

Details or the solidarity pact 
have yet to be thrashed out with 
the 16 federal states, employers 
and trade unions, he said. But he 
warned: “Anyone who re Fuses to 
play his part in the coming 
weeks and months, either in 
accepting savings or reordering 
priorities, must bear the respon- 
sibility if the burden on our citi- 
zens conies sooner and fells more 
heavily”. 

The aim is to persuade the 


trade unions to forego any 
increase in real incomes at least 
until 1995 and to persuade indus- 
try to accept the prospect of tax 
increases as soon as the threat of 
immediate economic recession is 
past The federal state are also 
expected to agree to strict budget 
savings, and a readiness to share 
more of the costs of subsidising 
the east. 

As for the railways reform. Mr 
Kohl said It was needed to pre- 
vent a virtual paralysis of the 
traffic system, “ft cannot be done 
within the existing revenues. We 
are currently in negotiations 
with our EC partners on the sub- 
ject , because of the difficult 
financial questions involved”. 


Gap narrows in trade row 


Continued from Page 1 


form minister, expressed the gen- 
eral sentiment of his colleagues 
in Paris when he said “we will 
never accept the isolation of 
France™. Technically, any deal on 
an overall Uruguay Round pack- 
age cannot be vetoed by France, 
since it is subject to the EC’s 
weighted majority voting system. 

France would not be called on 
to vote, however, until an EC-US 
deal was reached - and the fig- 
ures being examined by Brussels 
and Washington negotiators are 
not Ear from Paris’ informal posi- 
tion on cereals exports. 

The DS wants a 22 per cent cut 
over six years in the volume of 


subsidised exports. Senior Com- 
mission officials said last night 
the EC was now seeking 21 per 
cent over seven years - which is 
proportional to France's 18 per 
cent over six years. 

On oilseeds, the EC and US are 
still divided over half a million 
tonnes of EC soya output, though 
this has now been expressed in 
acreage sown rather than ton- 
nage. 

■ The price and productions cats 
in the new CAP deal which was 
painfully agreed by the 12 - 
including France * in May is the 
only basis on which the EC can 
deliver the cuts the US and 
Gatt want, Commission officials 
insist. 
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THE LEX COLUMN 


A question of Trust 


To the outsider at least yesterday’s 
£9 .5m out-of-court settlement between 
Drayton Consolidated Trust and 
Invesco HIM is highly unsatisfactory. 
Obviously if this were another Guin- 
ness or Blue Arrow - winch it is 
plainly not - the Serious Fraud Office 
would have been on the job by now. It 
is not every day, though, that a fund 
management group agrees to hand 
back to its efient the equivalent of 10 
years’ hard earned fees, as well as 
consciously paying £3m over the odds 
to purchase two of its unquoted 
investments. 

The Lack of transparency may not be 
Important for the narrow self interest 
of long-suffering Drayton sharehold- 
ers. ft would be reassuring to know 
the assumptions on which the pay- 
ments have been calculated, but no 
doubt County and Cazenove have 
extracted the best terms in the circum- 
stances. What is perplexing in a wider 
context, though, is the nature of the 
problem. It is obviously more than 
lousy stock picking, since there are 
plenty of other red-faced investment 
managers which have seen the asset 
values of their unquoted portfolios 
plunge 5060 per cent over the last five 
years. Judging by yesterday's state- 
ment, however - which refers to all 
the circumstances of Invesco MOM’S 
management of Drayton Consolidated 
- there is more to it than just the 
disastrous episode tf the investment 
in the Scottish confectionery manufac- 
turer Alma. Shareholders in both 
camps might like to suck it and see. 

Perhaps the real trouble is that the 
City does not wish to hold up a mirror 
to Invesco MIM. There is no sugges- 
tion of anything illegal - but by ail 
accounts frill disclosure of what hap- 
pened at Drayton Consolidated would 
raise delicate issues such as multiple 
directorships, cross-holdings, and co- 
investing by employees. There has 
been a lot of talk about corporate gov- 
ernance lately; the City has some 
catching up to do. 


FT-SE Index: 2661 .6 (-S.tJ 


Storehouse' 


Share price relative to the 
FT-A Stem sector •. 



' 1 Oct 90 . 91 

•Snore* fMMream 


chases. Sears can argue that Richards 
fills a gap in its coverage of the wom- 
enswear market, while the SIF wants 
to develop a furniture brand to com- 
plement its Ikea stores. 

Both will have to work hard to jus- 
tify the price they have paid, but SIF 
has the more difficult task. True, the 
foundation is not publicly quoted and 
so perhaps can afford to take a relaxed 
view, but sorting out Habitat’s trou- 
bles is a rather different proposition 
from that tf exporting the successful 
Ikea idea. With much apparently 
expected of the current Habitat man- 
agement they will have to come up 
with better ideas than the failed move 
into edg&of-town sheds. 

Storehouse is left with some cash, 
and two businesses which it argues fit 
logically together. Both BhS and 
Mothercare sell to families with young 
children and aim to buy on advanta- 
geous terms because of the group’s 
size. Storehouse must make those 
backstage savings work if it is to avoid 
the notion that once Mothercare has 
been sorted out it should go the way of 
Habitat and Richards. 


debt burden. This is surely a consider' 
ation for a company which makes 
extensive use of commercial paper and 
recently had its credit rating cut. 

Perhaps Skandia simply wanted to 
avoid the embarrassment of booking a 
loss on the disposal. The broader ques 
tion is whether a much -reduced Skan 
dJa can make sustainable profits In a 
volatile, commodity business like rein- 
surance. By specialising in casualty 
business it may be able to carve a 
niche. But like Mercantile & General, 
Prudential’s reinsurance subsidiary 
which was cut down to size this 
month, lower premium income will 
leave Skandia more heavily geared to 
losses on the tail of reinsurance busi- 
ness already written. 

The withdrawal of capital by the 
likes of Skandia and Prudential is 
hardly likely to bring about a harden- 
ing of rates. Even giants tf the indus- 
try such as Munich Re and Swiss Re 
have less than 10 per cent of the mar- 
ket each: for every krona or pound of 
capital taken out, there is a D-Mark or 
Swiss franc waiting to come in. 
Besides, the market is shrinking as 
direct insurers opt to self-insure. The 
big players will, no doubt, use the 
latest round of hurricane damage as 
an excuse to push for higher rates. 
Whether the market or the regulators 
allow this to happen is less certain: 


Storehouse 


Skandia 


Hats off to Storehouse for some 
pretty impressive dealing. To get £78m 
for a problem-child like Habitat, which 
the Storehouse management does not 
have time to fix, must be satisfying. 
Finding someone to buy the surplus- 
to-requireroents Richards chain for an 
equally full £30m is all the more so. Of 
course both Sears, the proud new own- 
ers of Richards, and the Stichting 
Ingka Foundation, which has bought 
Habitat, have reasons for their pur- 


Skandia’s decision to scale back all 
its international reinsurance 
operations rather than accept a firm 
cash offer may leave the market thor- 
oughly confused. Walking away from 
a partial flotation of the US business 
last month was curious enough - 
although the 318 a share offered by 
institutional investors was arguably a 
little mean. Last week's trade bid, on 
the other hand • which Skandia 
rejected - was $2 a share higher and 
would have netted J500m to relieve its 


Lucas 

For Lucas to lose one potential chief 
executive may be regarded as a misfor- 
tune; to lose two looks like careless- 
ness. There may well be good reasons, 
why tiie Lucas board decided not to 
appoint David Hankinson chief execu- 
tive and why it subsequently changed 
Its mind about appointing Tony 
Edwards; both may equally have good 
reasons for leaving the company. But 
given that Lucas has troubles enough 
already - paying an uncovered divi- 
dend and operating in very difficult 
markets - news of boardroom prob- 
lems is the last thing it needs. 

The generous gloss on events might 
be that the directors, having made a 
mistake, had the courage to admit It. 
Less generously, it is difficult to have 
confidence in the judgment of a board 
which cannot even deride correctly on 
its own composition. Lucas has been 
criticised for reacting to the recession 
too late. The company’s best response 
to the latest trauma must be to imple- 
ment its restructuring plans quickly. 
It would also help If its optimistic view 
of future earnings proved well 
founded. 


ATTENTION ALL 
BUILDING SOCIETY INVESTORS 



DIVIDEND - PAID GROSS* 


Now you can unlock your Society time deposits, and 
take advantage of the special 1% discount extended 
to 30th October. 


Falling rates are good for UK and International bonds. 

Morgan Grenfell Reserve Assets Bond Fund aims to 
pay 9% gross* annual dividend. 

It also offers prospects for capital growth. 


Callfree 0800 282 46S today. 


* Estimated gross annual dividend. You should remember that the price of shares a nd the income 
from them may fall as well as rise, andyou may not get back the amount you originally invest. 
Changes in exchange rates may also affect the value ^ ____ 

Past performance is not necessarily * guide to 
future returns. [ 

Issued by Morgan Grenfell Investment funds gjrjLyf 
Limited, 20 Finsbury Circus, London EC2M 1 UT. J 
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Norsk Hydro hit 
by recession 

Norsk Hydro. Norway's biggest listed company, 
yesterday disclosed that nine-month net profits 
had -been cut by half due to weak markets and 
European currency swings. Mr EglI Myklebust, 
Norsk Hydro's president said: ”1110 interna- 
tional recession seems to drag on longer than 
was generally expected at the beginning of the 
year.” Page 24 


Snakes and ladders on the farm 



The good news for British termers is that 
devaluation of sterling means prices for some 
farm products have risen. The bad news is that 
production costs have risen. The snakes that 
add to the costs of farming are longer and 
larger than the modest ladders which have 
increased prices. Page 31 

Loyal to the organ 

Three times a day a gaggle of mostly elderly 
people gather in Tokyo’s Nihombashi district to 
listen to a recital on the 800-pipe organ of Mit- 
sukoshi department store. The same man has 
played the organ tor the past 40 years. His 
audience's loyalty Is a symbol of the enduring 
role Mltsukoshi plays in Japanese retailing. 

But loyalty is not enough - customers are 
spending less. Page 26 

European equities do weU 

{T>AEtiriM» • v ’• European equity mar- 
(loCfJ . ' . kets turned in good per- 

forma ness last week 
''V'' following suggestions 
'..-.i02 that Germany might cut 

'•'t te Lombard rate by the 
v end of the year. In spite 
i some disappointment 
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twwwffT.QttwMsv ponant of the FT-Actu- 

arias World Index rose nearly 4 per cent in 
local currency terms. Back Page 

Ad change will do nicely 

.American Express has sacked Chiat/Day/Mojo. 
the advertising agency it chose less than a 
year ago to handle its card promotion. It has 
moved back to Ogilvy. The change in ad agen- 
cies comes at a time when American Express 
is feeling more competitive pressure. Page 25 

Italian hanks 

A table on this page yesterday, showing assets 
and net Income for Italy's top five banks, trans- 
posed fee dates above tee figures. The dates 
should have read, from left to right 1991 to 
1888. We apologise for the error. 
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Shropshire 

Designed for Business 


H abitat GM’s revolution 

sold to 

ikea’s devours its creator 


parent 

By John Thornhill In London 

STOREHOUSE, the retailing 
conglomerate created by Sir Ter- 
ence Conran through mergers in 
the 1980s, was dismantled yester- 
day as the new management sold 
two of its five trading compa- 
nies, Habitat and Richards, for 
£108m (8176m). 

The proceeds from the dispos- 
als - to Ikea’s holding company 
and Sears, respectively - will be 
used to speed development of the 
core BhS and Mothercare rhetng, 
which accounted for about three- 
quarters of last year's group 
sales of £Obn. Blazer, the small 
men's- wear chain, has also been 
earmarked for disposal. 

Mr David Dworkin, chief exec- 
utive since July, said: “This is a 
dream come true. It is an oppor- 
tunity to focus on our two core 
businesses where there is still 
great potential for expansion.” 

Analysts welcomed the deal 
and suggested It might signal a 
new phase whereby sprawling 
retail businesses slimmed down 
to concentrate on more narrowly 
defined areas. Storehouse shares 
rose 3p to 164p. 

The Habitat furniture chain, 
which runs 76 stores in the UK 
and France, will be bought by 
the charitable Stichtlng Ingka 
Foundation (SIF), which owns 
the Ikea Group of furniture 
stores, for £54m In cash pins the 
repayment of £24m of inter-com- 
pany loans. Storehouse said It 
was also In talks to dispose of Its 
Conran’s Habitat chain In the US 
but If these foiled the loss-mak- 
ing business would be shut 
Last year. Habitat In Europe 
lost £l.lm on sales of £172m 
while the US business lost £7.Tm. 

Mr Ingvar Kamprad, Ikea’s 
founder, said Habitat would be 
run as a “totally Independent 
group” to secure the “distinct 
WahHat Identity". 

Sears, which has withdrawn 
from the men’s wear market, is 
paying £30m for . the 213-store 
Richards women’s wear chain, 
which made profits of £lm last 
year on sales of £98m. Sears’ 
already runs the Miss Sdfrtdge, 
Wallis and Warehouse ahatn*. 

Storehouse, due to report Its 
interim results next month, fore- 
cast it would break even after 
pre-tax losses of £l&9m a year 
ago. 

Substantial sales Increases 
have been reported at BhS and 
Mothercare but the group will 
suffer from an extraordinary 
charge of £8Qm resulting in a 
reduction of net assets as a 
result of the disposals. 

Lex, Page 22; The future, Page 30 
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R evolutions throughout 
history have had a habit 
of devouring their own. 
Yesterday the revolution rfuUdng 
up General Motors swallowed up 
and spat out its chairman, Mr 
Robert Stempel, the man who sat 
in motion the current upheaval 
just 10 months ago. 

Mr Stempel, 59, whose booming 
voice an d tail frame di sg u ised a 
gradualist, consensus approach 
to decision-making, resigned 
after irresistible pressure to quit 
from the GM board. 

Over the past month Its non-ex- 
ecutive directors had come to 
believe that the moderate chair- 
man was not addressing the com- 
pany's problems with sufficient 
urgency, nor mnummit-aHng the 
sheer scale of the bn ttl ff faring 
GM to his troops. 

The result was a campaign of 
discreet Stempel-must-go lobby- 
ing far-from-discreet leaks to 
the press, creating confusion 
iiinMo and outside GM as to who 
was running the world's largest 
Industrial company. 

Mr Stampers resignation state- 
ment yesterday spoke bitterly of 
“the chaos of the past several 
weeks”. The United Anto Work- 
ers’ union sharply attacked the 
board's “tactics of management 
by rumour, newsleak and innu- 
endo”. 

The chairman’s departure 
raises two questions: who will 
succeed him? And will the 
changes at the top help or hinder 
GM’s race against time as it tries 
to return its loss-making North 
American car operations to the 
black? 

l^ter this week GM Is expected 
to report third-quarter losses of 
up to 8850m because of Its prob- 
lems in North America, where 
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the company has been losing 
market share for more than a 
decade yet has foiled to cut either 
manufacturing capacity or 
bureaucracy. 

Mr Stempel, who took over as 
chairman in August 1990, finally 
grasped the nettle in December 
last year when he announced the 
first stage of a plan to remake 
GM North America - the closure 
of 21 plants and elimination of 
74 fiOO jobs by the mid-1990s. 

However, the slow progress of 
the revamp led non-executive 
directors last April to stage a 
coup. They replaced Mr Stempel 
as chairman of the board’s execu- 
tive committee with Mr John 
Smale, the leader of the outside 
directors. They also ousted Mr 
Lloyd Reuse, group president and 
head at North America, replacing 
him with Mr Jack Smith, who 
was formerly in charge of inter- 
national operations and turned 
round GM Europe hi the 1980s. 

Mr Smith has speeded up the 


pace of ch ange, but board mem- 
bers evidently felt that the 
“shock effect" of the April coup 
was in danger of wearing off, 
without a tougher example from 
the dhairman- 

Over the past two months, in 
particular, there has been some 
counter-revolutionary muscle- 
flexing from the UAW, which has 
staged three load strikes over 
threatened job rats, while outside 
parts manufacturers have been 
resisting attempts by GM to cut 
costs of its components. 

Whatever else it may do, Mr 
Stampers resignation will cer- 
tainly produce a shock. He is, 
after all, the first chief executive 
Of *h!n complacent, tomilnr and 
bureaucratic business to be 
ousted since Mr William Crapo 
Durant, the founder of the com- 
pany, was forced out in 1920. 

The new chai rman is expected 
to be Mr ffmab» t 65, the faorftw of 
April’s non-executive coup, 
though he may wish only to 
serve on an in terim basis until a 
successor Is found. 
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Robert StempeL* bitter resignation statement spoke of “chaos” 


M r Smale, a long-time 
GM non-executive 
director, is a former 
chief executive of consumer prod- 
ucts group Procter & Gambia, 
and made a name as a marketing 
man in the 1950s when he got the 
American Dental Association to 
support the company’s fluoride 
toothpaste. 

A quiet, methodical man, who 
in a rare interview three years 
ago described himself as a "dull 
fellow,” Mr Smale has a reputa- 
tion for prepa rin g his strategy in 
immense detail and then follow- 
ing it through fearlessly. Irre- 
spective of unpopularity. 

He brings to GM one vital qual- 


ity which Mr Stempel and Mr 
Reuss clearly lacked: the status 
of an outsider, though one with a 
reasonable understanding of the 
company’s business, untainted by 
ties with the status quo and will- 
ing to crack heads hard to 
achieve his goals. Mr Smith, by 
virtue of having risen on GM’s 
international side; is also some- 
thing of an outsider. 

The two are expected to 
ann ounce a shake-up over the 
next few weeks. 

It is also likely to unveil a 
more generous employee job 
buy-out programme, designed to 
reduce tensions with the UAW, 
and name the last of the 21 plants 
(hie for closure. And, in spite of 
denials, rumours aim persist that 
me of GM’b marques, Oldsmo- 
bOe, may also be eliminated. 

A sharp rise in GM's share 
price since the start of the Stem- 


pel resignation rumours shows 
that Wall Street approves of the 
company's tougher, more urgent 
tone. 

Yet the hurd les ahead remain 
formidable. GM’s US car market 
share is still slipping, and will 
not be easily or quickly turned 
around. 

Mr Smale, if he indeed becomes 
chairman, faces extremely deli- 
cate negotiations with the UAW 
over job cuts and health benefits, 
and his P&G experience has not 
prepared him for dealing with a 
tough, determined union. 

And morale within the com- 
pany Is low, especially after the 
rumours of the past few weeks. 
Denying suggestions of Oldsmo- 
bile's demise last week, the 
marque's general manager 
summed up the mood: “Right 
now you’re looking at one pissed- 
off cowboy". 


Surprise as Wellcome Trust names fund managers 


By Norma Cohan and Maggie Urry 

WELLCOME TRUST, the medical charity, 
yesterday surprised the fund management 
industry by its choice of managers to han- 
dle its £2.75bn ($4.48bn) portfolio. 

The total includes more than £2bn raised 
this summer through the sale of some of 
the trust’s shares in Wellcome, the phar- 
maceutical company, but not its remain- 
ing 40 per cent stake, which has a market 
value of £3.5bn. 

The trust’s mandate was the largest ever 
awarded in the UK investment Industry 
and the selected Anns are expected to gain 


considerable prestige. Wellcome is said to 
have succeeded in countering the trend 
towards higher fees in the industry, pay- 
ing roughly 0.15 per cent of funds under 
management, well below average. 

The eight appointments offer an insight 
into the shift in UK fund management that 
is increasing the role played by small, spe- 
cialist firms at the expense of the big 
firms. The list, chosen from 237 candidates 
through an intense selection procedure 
culminating In a "beauty contest” of 20 
managers, was surprising as much for 
names omitted as those included. 

Two of the charity's existing investment 


managers, Morgan Grenfell and James 
Capel, were not reappointed. Mercury 
Asset Management, the largest UK fund 
manager, although a finalist, was not 
selected. 

MAM declined to comment, although it 
was said to have been disappointed. Mor- 
gan Grenfell said it was disappointed to 
have lost Wellcome Trust as a client. 

By contrast, the successful candidates 
incl u ded two relatively small firms with a 
“boutique” image and reputations for 
shrewd stock-picking, Edinburgh-based 
Balllie Gifford & Co and London-based 
Newton Investment Management 


These are believed to have been selected 
to manage the “performance" section of 
the Trust's investments, seeking higher 
returns through slightly higher risks. 

Hambros Rank, also chosen, is expected 
to specialise in managing the trust's port- 
folio of gilt-edged stock. Other appoint- 
ments included two firms already han- 
dling parts of the portfolio, Fleming 
Investment Management and Henderson 
Pension Fund Management Also nb owen 
was Schroder Investment Management, 
Gartmore Pension Fund Managers and 
Phillips & Drew Fund Management 
Background, Page 29 


Mazda halts US expansion 
as slowdown hits forecasts 


By Charles Leadbeater In Tokyo 
and Kevin Done In London 

MAZDA Motor, the Japanese 
carmaker, is giving up its ambi- 
tious plan to launch a separate 
sales network In the US to mar- 
ket luxury cars. The derision Is 
one of the most significant 
retrenchment moves by the Japa- 
nese motor industry during the 
current recessio n . 

The company is halting devel- 
opment of a V12 luxury saloon, 
which bad been planned as the 
flagship of its luxury car range, 
and pulling out of world sports 
prototype car racing for at least 
two years, only a year after win- 
ningthe Le Mans 24-hour race in 
France. 

Mazda said yesterday it had 
been forced to abandon its luxury 
car strategy in tin US in the face 
of its worsening financial perfor- 


mance, the strength of the yen 
and continuing weakness of the 
US new car market 

The group announced in 
August last year its long-awaited 
move to set up a luxury car sales 
channel In the US under the 
Arnati. name, with sales due to 
begin in spring 1994. 

It was seeking to emulate its 
bigger domestic rivals - Honda, 
Toyota and Nissan - which had 
set up separate luxury car fran- 
chises in the US by the <*nd of the 
1980s under the respective brand 
names of Acura. Lexus and Infln- 
itL 

Mazda’s retrenchment in North 
America follows the decision ear- 
Ear this year by'Daihatsu, one Of 
the smaller Japanese carmakers, 
to withdraw from the depressed 
US new car market 

The moves reflect the growing 
financial squeeze on Japanese 


carma k ers, which are faring a 
second successive year of falling 
sales In their domestic market, 
while demand is weakening in 
west Europe and sales remain 
depressed in the US. 

Mazda's parent company pre- 
tax profits in the year to Much 
1993 are forecast to fell 64 per 
cent to around Y7 bn ($58* n), from 
Y19.7bn last year, half its earlier 
estimate. This would be a decline 
of 86 per cent during the past two 
years. 

The Japanese carmaker, in 
which Ford holds a 24J> per cent 
stake, has revitalised its product 
range in the past couple erf years, 
but in the process its finances 
have become seriously over- 
stretched and it is losing market 
share in Japan. 

Adding to Mazda’s present diffi- 
culties is its lack of a production 
base in west Europe. 


Inyesco to pay £9.5m compensation 


By Norma Cohen, 

Investments Correspondent 

INVESCO MIM, the UK 
Investment management com- 
pany, said it will pay £9.5m 
($15m) as compensation in cash 
to shareholders in troubled Dray- 
ton Consolidated Investment 
Trust for which it was fund man- 
ager. 

The compensation, the first by 
a fund manager to an investment 
trust, stems from Invesco MM’S 
^pH<rinn to invest £43m in a trou- 
bled company and failure to dis- 
close the extent of that invest- 
ment to Drayton's shareholders 
and hoard of directors. 

Drayton had taken a 14 per 
cent stake In Alma Holdings, 
Scotland's largest confectioner 
valued at 23m. However, it guar- 
anteed £40m in loans to the com- 
pany, taking its stake to 97 2 per 


cent when Alma collapsed earlier 
this year and the loans were 
called, in by the lenders. 

Drayton's accounts never made 
dear the extent of the exposure, 
and tax laws penalise investment 
trusts from taking a stake greater 
than 15 per cent in any company. 
Shareholders had threatened to 
replace the board of Drayton, and 
Invesco MIM as fund manager, 
earlter this year if com pensati on 

was not made. 

The compe n sat i on, announced 
yesterday, is part of a package 
which will also create a new com- 
pany, Second Consolidated, to 
hold the remaining investments 
of Drayton. 

That company will have a net 
asset value of I58p per share, giv- 
ing a total package to sharehold- 
ers of 243p per shire. At its peak, 
Drayton Consolidated was valued 
at nearly £5 per share. 


As a result of the reorganisa- 
tion and compensation package, 
Invesco BUM wQl have to spend 
215.7m, of which roughly 25.2m is 
expected to be returned following 
asset sales. The deal requires 
Invesco MIM to purchase £7 An of 
loans to another Drayton invest- 
ment, City Merchants Bank and 
to repurchase shares in an East 
European Development Fund 
investment trust 

Mr Ratan Engineer, Invesco’s 
finance director, said that 
Invesco is unlikely to incur fur- 
ther charges as a result of the 
Drayton reorganisation. Already, 
the company has written off 
charges of £218 connected with 
Drayton. 

The company will remain as 
junior fund manag er while For- 
eign and Colonial Ventures will 
be the senior manager. 

Lex, Page 2$ Details, Page 30 
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RACAL ELECTRONICS 


has successfully demerged 


Q Chubb 


CHUBB SECURITY 


as an independent listed company 


Racal Electronics and Chubb Security 
were advised by 




NM ROTHSCHILD &SONS LIMITED 
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Norsk Hydro profits cut by half 


By Karen Fossil in Oslo 


NORSK HYDRO. Norway’s 
biggest listed company, yester- 
day disclosed that nine-month 
net profits had been cut by half 
to NKr52Dm (893 Jim) from 
NKrl.Mlbn last year due to 
weak conditions in main mar- 
kets and foreign currency 
losses. 

Hydro said it would intensify 
cost-cutting measures and 
improve efficiency. The group 
plunged into a third-quarter 
net loss of NKr268m from a 
NKr39m profit last year, after 
suffering financial losses of 
NKr403m compared with finan- 
cial Income of NKrl74m last 
year. 

Hydro's weak result was far 


worse than analysts’ forecasts. 
The group's performance was 
due to third-quarter losses by 
the agriculture division and 
adverse currency swings. 

In the nine-month period, 
group revenue fell by 
NKrl.l53bn to NKr44.47lbn 
and by NKr590m to 
NKrl3.123bn in the third quar- 
ter. Mr Egil Myklebust, Norsk 
Hydro’s president, blamed the 
result on the international 
recession, difficult market con- 
ditions for fertilisers and nega- 
tive effects from European cur- 
rency movements. 

“The international recession 
seems to drag on longer than 
was generally expected at the 
beginning of the year," Mr 
Myklebust said. This has led to 


low prices for light metals, pet- 
rochemical products and fertil- 
isers. Group nine-month oper- 
ating income fell to NKi2.183bn 
from HKi3j002 bn. 

Hie only bright spot in the 
group was the oil and gas divi- 
sion, which saw nine-month 
operating profit fell slightly by 
NKrl2m to NKrL9B5bn as reve- 
nue rose by NKr805m to 
NKr9.S47bn. 

Production of oil and gas 
rose to 2.3m tonnes of oil 
equivalent from 1.6m last year. 
Although crude oil prices were 
slightly higher, this was offset 
by a weaker dollar. The agri- 
culture division. fell into a 
nine-month operating loss of 
NKri23m from a NKr433m 
profit last year. 


Hydro said agriculture sut 
feral from weaker margins, a 
fell in consumption and strong 
price competition. The light 
metals division saw nine- 
month revenue .slashed by 
NKrLMfibn to NKrll.956bn as 
operating, profit fell to 
NKr276m from NKriSOm. 

Aluminium .and Tns gnftginrn 
improved in spite of lower 
prices and Hydro said costs 
had been cut 

The petrochemicals division 
lifted nine-month operating 
revenue to NKr3.157bn from 
NKi&OSSbn but operating prof- 
its were cut to NKr291m from 
NRr377m. 

Hydro said that low third- 
quarter prices were offset by a 
higher sales volume. 


DNO moves to build Nedlloyd stake 


By Karen Fossil 


DNO, the Oslo-based oil 
company controlled by Mr Tor- 
stein Hagen, the Norwegian 
investor, plans to strengthen 
the company’s borrowing 
capacity with a view to 
Increasing its 6 per cent share- 
holding in Nedlloyd, the 
Netherlands’ largest transpor- 
tation group. 

DNO's shares, suspended on 
October 5, were reinstated yes- 
terday following a presentation 
of its capitalisation plan. 

The company Is seeking to 
reduce exposure to the petro- 


leum sector while establishing 
a sound financial basis for its 
development as an active 
marine investment company. 
“This would include a some- 
what greater ownership posi- 
tion in Nedlloyd," It said. 

To achieve this goal, DNO 
said it would offer to convert 
bonds into shares and would 
seek the authority to issue 
shares directed at specific 
investors. 

The company said It had 
received a positive response 
from most of its convertible 
bond shareholders, represent- 
ing a total outstanding of 


NKrl68m ($2&95m), to convert 
the bonds into share capital. 

Through the conversion, 
DNO’s equity-to-debt ratio 
would be doubled to slightly 
more than 50 per cent from 25 
per cent. The group would 
issue 2m shares at a nominal 
price of NEMO a share directed 
at specific investors. 

However, under Norwegian 
company law, DNO wifi first 
have to write down the par 
value of its shares to NKrlO 
from NKrlOO. This maaM the 
company's share capital will be 
written down to NKr52.50m 
from NKrS25m. 


DNO is seeking to convert all 
its shares into voting shares in 
order to improve liquidity. The 
proposals will be put to share- 
holders at a meeting scheduled 
for November 9, but this 
should be a formality as Mr 
Hagen, through various cross- 
shareholding companies, repre- 
sents the bulk of DNO’s share- 
holders. 

DNO said it bad held discus- 
sions with some of NedUoyd’s 
large, shareholders abont 
acquiring part of their shares 
in exchange for DNO shares. 
These had drawn a positive 
response, it said. 


Berisford winds up 
coffee trading arm 


By Andrew Bofger 


BERISFORD International, the 
property and commodities 
group, announced an agree- 
ment that will result In the 
winding up of Rayner Coffee 
International (RCI), its 45 per 
cent-owned coffee trading asso- 
ciate. 

Berisford, which nearly went 
into receivership in 1990, is lit- 
tle more than a shell, with its 
businesses reduced to a UK 
property portfolio and some 
small agribusinesses in Calif- 
ornia. 

Having dealt with RCL the 
group wants to build a core 
business through acquisitions 


in the services and manufac- 
turing sectors. 

It is interested in the US, 
where it had considerable 
unused tax losses. 

Berisford said a programme 
of asset sales had reduced its 
obligation to RCI from 8115m 
in September last year to $45m. 

The group agreed to pay 
RCTs bankers 845m by March 
31 next year. Berisford said its 
restructuring would cap its 
financial obligations to RCI 
and eliminate guarantees to 
RCL 

Berisford is paying RCI $26m 
for assets where it expects 
some further limited recovery 
in the long term. 


British Gas restates 
results after ruling 


By Andrew Jack In London 


BRITISH GAS is to restate the 
1991 figures to be published in 
its next set of annual accounts 
after discussions with the 
Financial Reporting Review 
Panel, the UK’s accounting 
standards watchdog. 

The panel ruled the compa- 
ny's decision to change its 
year-end from March 31 to 
December 31 last year, then 
publish its results for the 12 
months to December 31, con- 
travened the Companies Act 

Under section 223 (3) of the 
act. It should have shown the 
results only for the nine 
months from April 1 to Decem- 


ber 31. British Gas has agreed 
to amend the comparable fig- 
ures In its accounts for the cur- 
rent year, which will reduce 
1991 pre-tax profits to £496m 
(Jffltoi) from £L47bn. 

The panel has agreed to take 
no further action. It could have 
forced British Gas to reissue 
toe last set of accounts, which 
would have proved extremely 
costly. 

Mr Nicholas St John, group 
chief financial accountant at 
British Gas, sa i d the company 
had publicised its decision and 
shown the nine-month figures 
in summary accounts and a 
note to the full accounts. 

SEP criticised. Page 23 


Hopes rise 
for Fokker 
acquisition 
agreement 


By Ronald van do Krof 

In Amsterdam 


NEGOTIATIONS between the 
government of the Nether- 
lands and Deutsche Aerospace 
(Dasa) of Germany are to con- 
tinue today in an effort to 
secure a definitive agreement 
on Dasa’s planned acquisition 
of a 51 per cent stake in Fok- 
ker, the Dutch regional aero- 
plane mgnnffar^TTTy r, 

Lawyers are working out the 
details of an Informal frame- 
work agreement reached at 
the weekend on the three main 
sticking points in the long- 
running negotiations. 

These are the price to be 
paid for the Dutch state's 
shares in Fokker, the future of 
the 50-sealer Fokker 50, ami 
the price which Fokker will 
pay for aircraft components 
under the mooted industrial 
partnership. 

Dasa, a subsidiary of the 
Daxmler-Reiu group, is expec- 
ted to pay about FI 37 ($21.15) 
per share for the Dutch gov- 
ernment's 10.6m shares as 
well as for the I3£m shares 
which F okker will issue to its 
new controlling shareholder. 

Fokker’s shares closed up 
FI 2.40 at FI 1&20 yesterday on 
expectations that the Dasa 
takeover, which has proved to 
he highly controversial in the 
Netherlands since negotiations 
first began in early 1992, wifi 
go ahead as planned. 

The Dutch company’s shares 
have fallen sharply since the 
government provisionally 
endorsed the takeover in July, 
when the shares were worth 
about FI 30. 

Dasa and the Dutch govern- 
ment had hoped to be able to 
sign a final agreement yester- 
day, clearing the way far for- 
mal approval to be sought 
from the two companies’ 
works councils as well as from 
European Community authori- 
ties in Brussels. 

The Dutch government is 
expected to win an undertak- 
ing from Dasa that it would 
continue production of the 
Fokker 50 as long as commer- 
cially feasible. But the con- 
tract is likely to fall short of a 
g uarante e t hnt production will 
not be halted or moved abroad, i 


Skandia to halve global 
reinsurance operations 


By Christopher BrowihHuAM 
In Stockholm 


SKANDIA, the leading Swedish 
insurer, yesterday announced 
plans to halve its worldwide 
reinsurance operations. 

The move comes just days 
after the group rejected a 
$500m offer for its North Amer- 
ican reinsurance un i t, Skandia 
America Corp (SAO. 

It means that the company's 
total net reinsurance premi- 
ums will fall to SKr3.5bn 
(5653m) next year from SKrTbn, 
while its solvency margin will 
rise by 15 percentage points to 
84 percent. 

The group operates the 
world's lOth-largest reinsur- 
ance business. 

The emphasis will be on 
reducing Skandia's exposure to 
non-life reinsurance both in 
Europe and North America. 
t.wa reinsurance premiums are 
expected to hold steady at 
SKr2bn a year. 

Tn the 0S, sk^ndfp America 
will focus primarily on casu- 
alty business, treaty and facul- 
tative (usually single large 
risks). 

Meanwhile, the Stockholm- 
based operations within Skan- 
dia International wfil concen- 


trate on life business and 
facultative as well as 
non-proportional non-life busi- 
ness. 

Mr Bjorn Wolratb, president 
and chief executive, said: “This 
decision is an important step 
in order to secure that Skandia 
International and Skandia 
America stay as long-term 
reinsurers-" 

Last week, Skandia rejected 
an offer worth $30 per share for 
SAC on the grounds that it was 
too low. 

Hus was after it had aban- 
doned plans to sell a majority 
stake in the unit via a public 
offering and private placement 
- because the price was inade- 
quate. 

Analysts believe the group 
wfil gradually run off its entire 
reinsurance portfolio and are 
surprised it has opted to scale 
back its operations rather than 
go for as outright sale. 

However, Mrs Maria-Louise 
Wenander, Skandia's chief 
operating officer for reinsur- 
ance (Europe and Overseas) 
said: “This is not a run-off. It is 
a change of strategy designed 
to focus the group on more spe- 
cialised areas.” 

The reduction In the group's 
reinsurance exposure will 


Volksbank warns of 
lower full-year result 


SWISS VOLKSBANK expects 
its 1992 results to fell below 
last year's level as the result of 
higher provisions and write- 
offs, Reuter reports from 
Berne. 

The bank said that cash-flow 
before tax, provisions and 
write-offs could be up to 10 per 
cent below 1991'8 SFr382.9m 
($3ttL2m). In 1991, it reported a 
group net profit of SFr68.4m. 

The Bank said it would 
change its legal status into a 
conventional joint stock com- 
pany from a co-operative. 

The step would give the 
bank more possibilities of self- 
financing via capital markets. 

Swiss markets have specu- 
lated that Volksbank could be 
a merger or takeover candidate 
in the light of recent poor 
results. 

However, the company 


added: “There is no plan for 
any participation of another 
company In Volksbank." 

The change would widen the 
circle of investors interested in 
the bank. 

~ “The co-operative stock is 
not an actual security and 
piaVes it more Aiffimlt jn Swit- 
zerland. and in particular 
abroad where our legal struc- 
ture is hardly understood, to 
placing our stock and raise 
capital,” the company said. 

The bank also plans to 
increase its stake in Odier Bun- . 
gener Coumrisier, the French 
private bank, to 51 per cent 
from 20 per cent 

Volksbank acquired its stake 
in the bank, which operates In 
commercial and merchant 
banking and in asset manage- 
ment, in the spring of this 
year. 


Anglo-French 
packagers plan 
US purchase 


CARNAUD METALBOX, the 
Anglo-French packaging group, 
has announced a preliminary 
accord to purchase Anchor 
Hocking Packaging of the US 
from Newell Corp, the con- 
sumer hardware company, for 
an undisclosed price, AP-DJ 
reports from Paris. 

Anchor Hocking, which spe- 
cialises in metal capsules for 
bottles, is expected to post 1992 
revenue of $160m, representing 
17 per cent of the US capsules 
market 

Caznaud Metalbox said the 
purchase, subject to approval 
by US authorities, would lift 
the group's metal capsule turn- 
over to FFxfibn (41&8m). The 
company produces capsules at 
five sites in Europe, but it has 
not entered the US market 

Carnaud Metalbox has an 
annual revenue of FFr2shn. 
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largely he achieved through an 
effort to increase prices in the 
impending renewals season, 
which will Inevitably lead 
some clients to defect. 

• ESAB, the world’s leading 
welding equipment producer, 
increased profits to SKrSlm 
($15. lm) in the first nine 
months from SKrlSm a year 
earlier. The group said it bene- 
fited from higher sales in Bra- 
zil and tighter cost control for 
its standard welding products 
in Europe. 

Sales edged 1 per cant higher 
to SKr4.84bn, although, for 
comparable units, the figure 
dropped 7 per cent The order 
book rose by 6 per cent to 
SKr<L88hn. 

The group expected its full- 
year profit to be higher than 
last year’s SKr9m surplus, 
even though it remained gener- 
ally gloomy about market con- 
ditions. 

“During 1992 demand for 
welding products has sunk in 
practically all markets in 
Europe, including the previ- 
ously strong central European 
market Demand in the US has 4! 
improved only slightly com- 
pared with 1991,” the company 
said. 

Lex, Page 24 
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GENCOR 


Dividends increased 

by 5% 


Financial resources 
strengthened by rights issues 


Sappi expands into Europe 


Major project decisions soon 


Growth prospects 
improving 


ABBREVIATED RESULTS 


Attributable income - r million 

1992 

AUDITED 

1,261 

1991 

AUDITED 

1,405 

% change 

(10) 

Shares in issue - millions (weighted) 

1,276 

.... 1,176 

9 

Earnings per share - cents 

98.8 

119.5 

(17) 

Dividends per share - cents... . 

45 

43 

............ 5 

Net assets per share - cents 

-AT 31 AUGUST 

1,341 

.... 1,473 

0) 

- AT 21 OCTOBER 1992 

1,266 







i FINAL 

DIVIDEND 


HHHH 


A final dividend No 133 (coupon No 141) of 29 cents per ordinary share wflf be paid on 36 November 1992 to 
shareholders registered on 6 November 1992. Currency conversion - 16 November 1992. A profit 
announcement giving more detailed information will be mailed to shareholders shortly. Copies may also be 
obtained from the London Secretaries: 30 Ely Place, London EC1N 6UA. 
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GENMIN 


Mining metals 

and minerals 


ENGEN 

ENGEN 

Oil and 


& ^ 


gas 


MALBAK 

Industrial 

holdings 


SAPPI 

Forest 

products 


GENBEL 


Mining finance 
and investment 


CONTRIBUTION TO EARNINGS 
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It’s a deal! 


Dealing in currencies, precious metals, options and futures can be pretty hectic, 
especially in these turbulent times. Making the right move at the right time is 
seldom a matter of luck. It requires expertise and good instincts. 

Bank Julius Baer, one of Switzerland’s foremost private banks, offers a century 
of banking experience. Imagination and state-of-the-art technical facilities enable 
our dealers to stay on top of market developments around the world and to take 
action without delay. 
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Bank Julius Baer It’s a deal! 


COMMITTED TO REAL GROWTH 

GENCOR LIMITED (Incorporated In the Republic of South Africa), Registration No. 01/01232/06 
General Mining Building. 6 Hollard Street. Johannesburg 2001. PO Box 61820. Marshalltown, 2107. 

27 Oclober 1992 
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BANK JULIUS BAER 

For the Fine Art of Swiss Banking 
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Higher prices 
help Phillips 
advance to $99m 


INTERNATIONAL COMPANIES AND FINANCE 

Cragnotti puts Lawson Marden into focus 

Bernard Simon on the Canadian packaging group’s progress since the Italians took a stake 


By Karen Zagor In New York 

PHILLIPS Petroleum, the 
Oklahoma-based energy and 
chemicals group, yesterday 
posted a third-quarter profits 
advance, lifting net Income to 
&8m, or 38 cents a share, from 
$56m, or 21 cents. Revenues 
edgpd ahead to $3JSbn from 
$3.11bn last time. 

Mr C. J. Silas, chairman and 
chief executive, said explora- 
tion and production earnings 
were helped by higher prices, 
particularly for domestic natu- 
ral gas and natural gas liquids. 

Earnings from downstream 
operations were hurt by higher 
feedstock costs and plant turn- 
rounds. The results, however, 
were distorted by extraordi- 
nary items. 

In the 1993 quarter, Phillips 
recorded one-time gains of $6m 
from an asset sale and S769m 
from revised estimates of tax 
obligations. These were partly- 
offset by one-time charges of 
S19m from gas imbalance posi- 
tions and 812m related to an oil 
pricing dispute. ■ 

Excluding these items, 
Phillips earned 85lm in the 


quarter, against adjusted earn- 
ings of $13ra. 

For the first nine months, 
net income stood at S8Sm. or 34 
cents, against $i79m. or 68 
cents. Revenues rose to $8.S8bn 
from S8£Sbn. 

Stripping-out one-time items, 
Phillips earned $l22m at nine 
months, against 5234m. 

Third quarter results from 
Unocal) the California-based 
energy group, were also mud- 
died by one-time items which 
brought net income to 511m, or 
1 cent, after dividends on pre- 
ferred stock, compared with 
earnings of 59m, or 4 cents, a 
year earlier. 

Excluding special items, 
Unocal earned 865m, or 24 
cents, in the latest quarter, 
against 523m, or 10 cents. Reve- 
nues were S2.51bn against 
82.68bn. 

For the first nine months, it 
earned 5117m, or 46 cents, on 
revenues of $7.6bn. compared 
with S89m, or 38 cents, on reve- 
nues of $8.13bn. 

Eliminating one-time items, 
nine-month earnings were 
$l43m, or 57 cents, against 
896m, or 41 cents, last year. 


Procter & Gamble up 
18% in first quarter 


By Karen Zagor In New York 

PROCTER & Gamble, the US 
consumer products group, yes- 
terday unveiled an 18 per cent 
improvement in underlying 
first-quarter earnings, 
reflecting higher sales in over- 
seas markets and favourable 
exchange rates. 

The Cincinnati, Ohio-based 
company said its results also 
benefited from lower costs and 
improved margins in the US. 

P&G’s recent decision to pull 
out of its unprofitable 100 per 
cent fruit juice business mud- 
died earnings comparisons in 
the quarter. 

Excluding a $200m after-tax 
reserve for the juice business. 
P&G turned in net earnings of 
8631m, or 89 cents a share, 
compared with earnings of 


$536m, or 76 cents, a year ear- 
lier. 

Including the provision, the 
company earned 8431m, or 60 
cents, in the latest quarter. 

Sales advanced 9 per cent to 
S7.88bn from $7.2lbn. 

Wall Street reacted to the 
results by marking Procter & 
Gamble’s shares $3 V* higher at 
552 'A at mid-session. 

Mr Edwin Artzt. chairman, 
said: “We had a strong quarter 
despite weak economies in a 
number of key markets around 
the world and continued heavy 
investment in new products.” 

In September, P&G said it 
was discontinuing its Citrus 
Hill orange juice business and 
selling three other fruit juice 
brands, although the company 
said it was “in the food busi- 
ness for the long haul”. 


F OR THE past nine 
months, a string of 
Canadian consumer- 
goods analysts have encour- 
aged clients to buy shares in 
Lawson Mardon, the Toronto- 
based international packaging 
maker. 

Investors are now discover- 
ing that they might have done 
better to wait. Earlier this 
month. Lawson floated a new 
equity issue at a considerable 
discount to market levels. The 
underwriters, led by Wood 
Gundy, have struggled to find 
buyers. 

The CS106m (US$85.40m) 
issue is a landmark for Law- 
son. In one sense, it is a sign of 
the progress the company has 
made in the 18 months since it 
was taken under the wing of 
Cragnotti & Partners, the Ital- 
ian investment group. 

The extra capital is required 
if Cragnotti is to realise its 
ambition of propelling Lawson 
from a base of flexible packag- 
ing, folding cartons and labels 
in the CJK and Canada into a 
much more powerful force 
across continental Europe and 
North America. 

But Lawson also badly needs 
to strengthen its balance sheet. 
The company was keen to 
press ahead with the new 
equity issue to reassure lend- 
ers, led by Bank of Nova Sco- 
tia, with which it will soon 
renegotiate its C$160m loan 
facility. Long-term debt has 
risen almost 50 per cent In the 
past year to CS297m, bringing 
its debt-to-equity ratio up to 
1:1. With the pinch of recession 


compounded by the cost of 
revamping operations, Lawson 
has generated little capital 
lately from its own business. It 
earned a minuscule CSl.lm In 
the first six months of this 
year, including a one-off C815m 
restructuring charge. 

A 3 per cent rise in sales, to 
C5627m, was due largely to 
recent acquisitions and foreign 
currency windfalls stemming 
from a weak Canadian dollar. 
Almost three-quarters of Law- 
son’s sales are in the UK 
The unusual combination of 
a head office in Canaria, the 
leading market in Britain, and 
a controlling shareholder in 
Italy has its origins in the 
1950s when a Canadian packag- 
ing company, Lawson & Jones, 
forged links with UR printers 
Mardon Son and Hall. 

The combined company was 
later taken over by BAT Indus- 
tries, the UK tobacco group. 
BAT sold its stake in 1985 
through a management buy- 
out, but cigarette and tobacco 
packaging continues to be a 
pillar of Lawson's business 
both in the UK and Canada. 

C ragnotti. whose share- 
holders include Fer- 
ruzzi, Swiss Bank Corp, 
Credit Lyonnais and Banco di 
Napoli, bought a 48 per cent 
voting Interest in Lawson early 
last year with the aim of 
expanding in an industry 
which has gained a reputation 
for being less volatile than 
most others. 

Cragnotti reasons not only 
that profits should re main rea- 
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Andrea MattiussL- briefcase 
and cellular telephone ’office’ 

sonably stable but that the 
packaging industry will have 
little trouble persuading banks 
to lend it money through thick 
and thin. 

Mr Andrea Mattiussi, who 
was a senior Cragnotti execu- 
tive before taking over as Law- 
son’s president last April, has 
devoted his energies over the 
past six months to bringing a 
sharper focus to Lawson’s busi- 
ness and cutting costs. He com- 
mutes between Milan, London 
and Toronto, and calls his 
briefcase and cellular tele- 
phone “my office”, 

“He's very, very determined 
to make money at this level of 
business,” says Mr Patrick 
Slattery, analyst at Maison 


Placements of Toronto and one 
of several Canadian stock mar- 
ket watchers who are recom- 
mending Lawson shares. 

Divisional managers have 
been told that any new capital 
Investment must meet a target 
of a 1 to 3 per cent annual rise 
in production volumes, but a 
cut of between 3 per cent and 9 
per cent a year in costs. 

Mr Mattiussi has trimmed 
the workforce, centralised 
many corporate functions 
(such as advertising) and tried 
to create an employee culture 
which puts the company’s 
interests above those of any 
individual division. Six out of 
nine vice-presidents have left, 
and a new generation of 
younger executives has been 
promoted. 

On his travels, Mr Mattiussi 
has also been cajoling custom- 
ers to co-operate in the belt- 
tightening in the form of lower 
inventories and fewer sales- 
men. “Half the reduction fin 
costs) can remain in our pock- 
ets, mid half can go to our cus- 
tomers,” Mr Mattiussi says. 

He predicts that sales per 
employee will rise to at least 
C$190,000 by December, a 24 
per cent Improvement over the 
year. 

Although the austerity drive 
ami the financial restructuring 
are by no means complete, 
Lawson already has its eye on 
expansion. The immediate aim 
is to transform it into a “really 
European company,” Mr Mat- 
tiussi says. 

Earlier this month, Lawson 
paid Cragnotti C$13^m in cash 


plus a C$51. 5m interest-free 
bond for Cartonajes Simer. one 
of Spain’s largest packaging 
groups. An acquisition is now 
being lined up in Italy. 

These purchases give Law- 
son a manufac turing presence 
in southern Europe, but the 
idea is also to open up export 
markets for high-value flexible 
packaging made by its UK fac- 
tories. 

Lawson could end up biting 
off an even bigger mouthful in 
North America. Cragnotti is 
negotiating to buy the US divi- 
sion of Del Monte Foods from 
Merrill Lynch and other inves- 
tors who organised a leveraged 
buyout of the San Francisco- 
based company in early 1990. 

S hould Cragnotti’s bid suc- 
ceed. it would spin off the 
Del Monte packaging 
interests to Lawson. This 
would double the Canadian 
company's business in the US, 
where it has only three plants 
specialising in detergent boxes, 
labels, lottery tickets and post- 
cards. 

Mr Mattiussi hopes the infu- 
sion of capital from the recent 
equity issue would give Law- 
son the strength to seek a large 
acquisition or merger during 
1993. 

One possible target is 
Mexico, whose packaging 
industry is expected to benefit 
greatly both from domestic 
growth and the opportunities 
presented by the North Ameri- 
can free trade agreement “We 
have to get there before the 
Americans,” Mr Mattiussi says. | 


Inco cuts pay-out to 10 cents 


By Bernard Simon in Toronto 

THE sliding price of nickel has 
led Inco. the western world's 
largest producer, to slash its 
dividend by more than half, 
despite reporting higher third- 
quarter earnings. 

Inco said yesterday that it 
bad cut its dividend from 25 US 
cents to 10 cents. The Toronto- 
based company has already 
announced production cuts 
and other austerity measures, 
and said yesterday that addi- 
tional steps may be taken. 

Third-quarter earnings rose 
to US$10.6m. or 9 cents a share. 


from 84.5m, or 3 cents a share, 
a year earlier. Revenues 
dropped to 8607.4m from 
$663. 6m. The latest figures 
include an $18.8m charge to 
cover the cost of voluntary 
retirements at the company's 
Sudbury operations in Ontario. 

Nickel prices realised during 
the third quarter slipped to 
83.47 a pound from 8190 a year 
earlier. But this was offset by a 
sharp drop in the cost of sales 
and operating expenses, from 
8560m to 8488m. and a slight 
improvement in copper and 
cobalt prices. 

Deliveries of nickel were 


almost unchanged at 112m lb 
in the thir d quarter while ship- 
ments of copper rose from 40m 
to 44m lb. But Inco said part of 
the improvement in third-quar- 
ter earnings was due to higher 
deliveries of metal produced at 
its own facilities. 

Inco blamed a sharp rise in 
Russian exportB and the 
delayed recovery in major 
industrial economies for the 
sinking nickel market. The 
London Metal Exchange three- 
month price has tumbled fur- 
ther since the end of the third 
quarter and is now only 
slightly above $2 per lb. 


Strike depresses Fletcher 
Challenge Canada results 


By Terry Hall In Wellington 

FLETCHER Challenge flan aria 
suffered a net loss of C$18. 8m 
(USS15.08m) for the three 
months to September 30, com- 
pared with a loss of C$16.3m 
for the same period last year. 

Mr Dong Whitehead, the 
president and nhiaf executive 
officer for Canadian 
operations, said the result was 
marginally better than expec- 
ted and was an improvement 
on the net loss of CS20.1m 
recorded in the preceding quar- 
ter to June 30. - 


Sales for the September 
quarter declined to C$207m 
from C8252m a year ago. 

The decline resulted mainly 
from production lost during a 
month-long strike in the Brit- 
ish Columbia pulp and paper 
industry, lower newsprint 
prices, and the absence of lum- 
ber production from the Ham- 
mond sawmill which was sold 
in December 1991. 

Mr Whitehead said the 
Improvement in the June quar- 
ter was encouraging as it was 
achieved in spite of the 
strike. 


Amexco 
hands its 
card back 
to Ogilvy 

By Alan Friedman 
In New York 

AMERICAN Express, buffeted 
by image problems and by 
losses at its credit card divi- 
sion, has sacked Chiat/Day/ 
Mojo, the advertising agency it 
chose less than a year ago to 
handle its 860m of card promo- 
tion. 

The US advertising world 
was taken by surprise a year 
ago when American Express 
withdrew the bulk of its card 
business from Ogilvy & 
Math er, a subsidiary of the 
WFP Group, and switched it to 
ChiaL 

That decision affected a 
29-year relationship with 
OglJvy which created the 
“Membership has Its privi- 
leges” and the “Do you know 
me?” card and travellers 
cheque campaigns. 

Now, in a complete reversal, 
American Express has decided 
to return to Ogilvy. 

The change in ad agencies 
comes at a time when Ameri- 
can Express Is feeling more 
competitive pressure from low- 
foe bank cards and non-bank 
cards such as those launched 
recently by General Motors 
and General Electric. The GM 
card has chalked up nearly a 
million new holders in only a 
few weeks. 

The big losers are the adver- 
tising staff of Chlat/Day/Mqjo, 
the New York agency brought 
in to replace Ogilvy. Chiat's 
strategy involved ads that fea- 
tured giant American Express 
cards in golf courses and res- 
taurants. But the company’s 
share of cards issued actually 
fell during the first half of 
1992. 

Ogilvy, meanwhile, has 
a new “merchant testi- 
monial" campaign that fea- 
tures Arrigo Cipriani of 
Barry’s Bar and other Am ad- 
can Express merchants who 
speak well of the famous green 
card. 

Chiat is still left with the 
account for American Express 
gold card in Britain. The rea- 
son, according to American 
Express, Is that the switch 
baric to Ogilvy concerned US 
rather than international 
advertising. 


FINANCIAL TIMES 
CONFERENCE ORGANISATION 


Price Waterhouse 4i i 

present 

MANAGING 

FINANCIAL 

RISKS 


30 November & 1 December 1992 

The Financial Times and Price Waterhouse have responded to market needs by 
developing a two day event on Managing Financial Risks. 

This intensive, practical course will give advice and direction on the use of derivative 
instruments, how to measure credit and market risks, how to set appropriate limits, how 
to identify operational and systems risks and how to use risk adjusted profitability 


measures. 


Visiting speakers include 


Jonathan Britton 

Director, Treasury & Fixed Income 
Swiss Bank Corporation, London 


Peter Donnelly 

Managing Director 
The Chicago Board of Trade 





Crispin Southgate 

Managing Director 
Charterhouse Bank 


Tim Pettit 

Head of Derivatives Marketing 
Sanwa Financial Products 


Resident speakers from the Price Waterhouse specialist Financial Risk Management 
Group include Steve Watson, Roger Bartley, Jeff Thompson and Chris Taylor. 


Course Director Andrew Stott 


IMI Bank (International) 

NOTICE 

to the holders of the outstanding 
U.S. $200,000,000 9% per cent 
Participating Dual Currency Bonds due!993 

of 

IMI Bank (International) 

unconditionally and irrevocably guaranteed by 

Istituto Mobiliare Italiano S.p.A. 

Notice is hereby given to the hoktere of the above Bonds that. ante Meeting 
of such holders convened by the Notice of Meeting published In the 
Financial Times on 18th July. 1991 end held at 12.30 p.m. (London time) on 
9th August, 1991. the Extraordinary Resolution set out In such Notice wee 
duty passed. AH the conditions to which the resolution was subject have 
now been satisfied and accordingly the modifications to the Terms and 
Conditions of such Bonds and the Trust Deed constituting them referred to 
In such Notice have been made with effect from 21st January. 1992 by 
means of an Amending Thiet Deed of the same date. 

MB Sank (International) 27th October, 1992 


IMI Bank (International) 

NOTICE 

to the holders of the outstanding 
Yen 10,000,000,000 Floating Rate 
Guaranteed Notes 1993 

of 

IM! Bank (International) 

unconditionally and irrevocably guaranteed by 

Istituto Mobiliare Italiano S.p.A. 

Notice is hereby given to the holders of the above Notes that at the 
adjourned Meeting of such holders convened by the Notice of Meeting 
pub li shed in the Financial Times and the Luxemburger Wort on 8th 
September. 1991 and hetd at 11.00 tun. (London time) on 20th September, 
1 991 , the ExtraonSnary Resolution set out In such Notice was duty passed. 
All the conditions to which the resolution was subject have now been 
satisfied and accordingly the modifications to the Terms and Conditions of 
9ueh Notes and the Thist Deed constituting them referred to In such Notice 
have been made with affect from 21st January 1992 by means of a 
Supplemental Tfust Dead of the same date. 

IMI Bank (In te rna ti onal) Z7th October, 1992 


IMS Bank (International) 

NOTICE 

to the holders of the outstanding 
ECU 100,000,000 7 % per cent. 
Guaranteed Notes due 1992 


IMI Bank (International) 

unconditionally and irrevocably guaranteed by 

Istituto Mobiliare Italiano S.p.A. 

Notice is hereby given to the holders of the above Notes that, at the Meeting 
of such holders convened by the Notice of Meeting published In the 
Financial Times and the Luxemburger Wort on 23rd August, 1991 and hefd 
at 11 JO a-m. (London time) on 6Ui September. 1991. the Extraordinary 
Resolution sat out In such Notice was duty passed. AN the conditions to 
which the resolution was subject have now been satisfied and accordingly 
the modifications to the Terms and Conditions of such Notes and the Trust 
Dead constituting them referred to in such Notice have been made with 
effect from 21st January 1992 by means of a Supplemental Trust Deed of 
the same date. 

IMI Bank (International) Z7th October; 1992 


IMI Bank (International) 

NOTICE 

to the holders of the outstanding 
£100,000,000 9'A per cent 
Guaranteed Notes due 1993 


IMI Bank (International) 

unconditionally and irrevocably guaranteed by 

Istituto Mobiliare Italiano S.p.A. 

Notice Is hereby given to the holders of the above Notes mat, at the Meeting 
of such holders convened by the Notice of Meeting published In the 
Financial Times and the Luxemburger Wort on 18th July, 1991 and held ai 
11 JO a-m. (London time) on 9th August, 1991, the Extraordinary Resolution 
set out In such Notice was duty passed. Ail the conditions to which the 
resolution was subject have now been satisfied and accordingly the 
modffcalions to the Terms and Conrfittons of such Notes and the This! Deed 
constituting them referred to in such Notice have been made with affect 
from 21st January, 1992 by means of a Supplemental Trust Deed of the 
same dale. 


IMI Bank OntemationaO 


27th October, 1992 





Please send 
me further 
details: 


MANAGING 

FINANCIAL 

RISKS 


To: Financial Times Conference Organisation 

102-108 derkenwcll Road, London EClM5SATele: 071-251 9321 
(24-br answering service) Telex: 27347 FTCONF G Fax: 071-251 4686 

Name Mr/Mis/Ms/Othcr 

Position . 

Company 

Address 

Q 'tv 

Postcode Country 

Tel Telex Fa x 

Type of Business 


The Prudential 

Insurance Company of America 

U.S. $500,000,000 

Collateralized Mortgage Obligations 
Series 1986-1 

For the period 26rh Octohcr, 1992 to 25th November, 1992 the 
Bonds will carry an Interest Rate of 3.70% per annum with an 
Interest Amount of U-S. $33.19 per U.S. $50,000 (the original 
Principal Amount) Bond, payable on 25th November, 1992. The 
Principal Amount of the Bonds outstanding is expected to be 
21.530164952% the original Principal Amount of the Bonds, or 
U.S. $10,765.08 per Bond until the seventy-first Payment Date. 


Bankers Trust 
Company, London 


Agent Bank 


AMs Bank 


Australia and New Zealand 
Banking Group Limited 

Australian Company Number 005 357 522 
(incorporated with limited liability m the State u[ VLiurio. Australia) 

U.S. $250,000,000 

Subordinated Floating Rate Notes due 2000 
of which U.S. $140,000,000 is being issued 
as the Initial Tranche and U.S. $70,000,000 
is being issued as the Second Tranche 
Notice is hereby given that for the Interest Period 26th October. 1992 
to 26th April, 1993 the Notes will earn’ a Rate of Interest 
of 4.04688 per cent- per annum with an Amount of Interest of 
U.S. $2,045.92 per U.S. $100,000 Note. The relevant Interest 
Payment Pate will be Z6th April, 1993. 


Bankers Trust 
Company, London 


Agent Bank 
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Tokyo’s stores lament loss of big spenders 

The older, luxury shops have been hit particularly hard, reports Charles Leadbeater 


Arnotts’ increase 
puts pressure on 
Campbell Soup 


By Kevin Brown in Sydney 

ARNOTTS, the Australian 
biscuit-maker, yesterday 
announced a sharp rise in first- 
quarter profits, putting more 
pressure on Campbell Soup, 
the US food company, to 
increase its AS8.80-a-share hos- 
tile takeover bid. 

Mr Bill Purdy, Arnotts’ 
chairman, said net profits for 
the three months to September 
30 rose by 33.9 per cent to 

A? 17.53m (US$12-59m) from 
A$13.Q9m a year earlier. 

Mr Purdy said the board 
expected the increase in full- 
year profits to be “at least in 
line" with the the first quarter. 

The result reflected a signifi- 
cant increase in earnings from 
Arnotts' core biscuit 
operations, together with a 
modest recovery by its Macada- 
mia nut division. 

Mr Purdy said the improve- 
ment followed restructuring, a 
return to core activities and 
the successful introduction of 
new products, which had led to 
higher productivity and better 
profit margins. 

Turnover fell 6.5 per cent to 
AS18&7m, reflecting the sale of 
a number of loss-making busi- 
nesses. The group said sales of 


core businesses were 7.5 per 
cent higher. Net profits were 
A$40m in the year to June 30 
after abnormal restructuring 
costs of ASllilm. 

Campbell Is seeking a 17-2 
per cent stake in Arnotts to 
add to its existing 33 per cent 
shareholding. The bid values 
the company at AS1.2bn, but 
Campbell would pay only 
A$209m to gain control. 

Arnotts shares have traded 
above the offer price since the 
bid was announced two weeks 
ago. The shares dosed 1 cent 
higher on the Australian stock 
exchange yesterday at AS9.13. 

Mr Tony Sullivan, Arnotts* 
finance director, said the “very 
good result" suggested that 
Campbell’s offer “severely 
undervalues the company.” He 
said a fair price would be more 
than ASH a share. 

However, Baring Brothers 
and Burrows, the investment 
bank which is advising Camp- 
bell, said the result would not 
force Campbell to increase its 
offer. 

Baring said the profits were 
“under estimates made by sev- 
eral leading analysts, and are 
no better than the consensus 
figure among analysts of 
AS70m." 


Asarco benefits from 
higher metals prices 


By Laurie Morse In Chicago 

HIGHER base metals prices 
and expanded copper produc- 
tion helped Asarco. the US 
integrated mining company, 
post earnings of $l8.6m. or 45 
cents per share, in the third 
quarter, from $10.3m. or 25 
cents, in the corresponding 
1991 quarter. 

Sales dipped to S489.6m, 
compared with $493.4m in the 
third quarter of 1991. 

Third-quarter earnings 
included a dividend of S2.1m 
from Asarco's 52.3 per cent 
ownership of Southern Peru 
Copper Corporation. 

For the first nine months of 
the year. Asarco reported earn- 


ings of 330.4m, or 74 cents, on 
sales of $l.435bn. That com- 
pares with 333.7m, or 82 cents, 
on sales of £1.417bm for the 
1991 period. 

Asarco’s average realised 
price for copper rose 9 cents in 
the third quarter to 31.13 per 
pound. Lead prices gained 6 
cents to 31 cents per pound, 
and zinc prices rose 14 cents to 
61 cents per pound. The -com- 
pany said it saw declines in its 
average prices for gold and sil- 
ver. 

The company indicated that 
fourth-quarter results could 
weaken since prices for copper, 
lead, zinc, and silver had 
declined since the end of the 
third quarter. 


Profits at 
Sharp fall 
by 36% 
to Y26bn 

By Steven Butler in Tokyo 

SHARP, the Japanese 
electronics company, yester- 
day reported a 36J per cent 
fall In parent pretax profits to 
Y2«-27bn ($2l5Ji2m) in the 
first half to September, 
reflecting the decline in the 
world’s electronics industry. 

Sharp will be followed today 
by a clutch of other electronics 
companies, including NEC, 
Fujitsu and Matsushita Elec- 
tric Industrial, whose Interim 
results are likely to be much 
worse. 

Sharp's toll was stemmed by 
relatively strong sales of office 
and industrial equipment and 
electronic components, includ- 
ing liquid crystal display 
screens, where Sharp is the 
world’s leading manufacturer. 
Sales in this area advanced by 
5 per cent to Y285JJbn- 

Total sales fell 3.4 per cent 
to Y583.6bcu led by a 6.4 per 
cent decline to domestic sides 
to Y304.4bn. 

Sales of television and video 
equipment were down 11.6 per 
cent to Yl34bn. Audio and 
communication equipment 
sales fell by 21 per cent to 
Y58-2bn. Home appliance sales 
were relatively stable, off 1 
per cent to Y107bxL 

Net profits dropped by 39 
per cent to Yl4.5bn. 

Sharp said the current diffi- 
cult business conditions were 
likely to continue. The com- 
pany projected toll-year pre- 
tax profits of Y53bn, a fall of 
25 per cent 


Scott divests its 
non-wovens arm 

SCOTT Paper, the (JS paper 
group, has sold Us balk non- 
wovens business to FiberTech 
Group, a private company 
based in South Carolina, 
AP-DJ reports from Philadel- 
phia. The price was not dis- 
closed, but Scott said the net 
after-tax proceeds of about 
S70m would be used mainly to 
reduce debt Scott said the sale 
continued Its plan to concen- 
trate on its core businesses - 
personal care and cleaning, 
and quality coated papers. - 


T HREE times a day, a gaggle of 
mostly elderly people gather at 
the heart of Mitsukosbi’s flag- 
ship store in the historic heart of 
Tokyo’s Nihombashi district to Listen to 
a recital on the shop's mighty 800-pipe 
organ. 

The same man has played the organ 
for the past 40 years. His audience’s 
loyalty is a symbol of the enduring role 
Mztsokosbi plays in Japanese retailing. 

Mitsnkoshi originated the idea of the 
Japanese department store In the late 
17th century as a place where shoppers 
could buy almost anything. A store Is 
meant to provide all-round entertain- 
ment - music, restaurants, cinemas, at 
Mitsukoshi a theatre and at Seibu a 
children’s playground - in order to 
attract shoppers. 

The trouble is that since last spring 
people have been pouring through the 
stores in their millions but have been 
buying less and less. 

Sales at Tokyo department stores fell 
8.7 per cent last month compared with 
last year, the seventh consecutive 
monthly fall and the sharpest yearly 
fall since statistics began to be collected 
in 1965, apart from the drop in April 
1989 induced by the introduction of a 
consumption tax. 

The drop in demand comes after five 
years of unprecedented growth that 
encouraged many, including Mitsnkoshi 
into costly expansions that will take 
much longer than expected to pay off. 

Mitsukoshi has invested about 
Y200bn ($l.64bn) in the past five years, 
while Tobu spent YlOObn on Its main 
store in Ikebukuro on the outskirts of 
central Tokyo. Sales as Mitsnkoshi 's 
newest store to the Shtojuku area of 
centra] Tokyo are 30 per cent down on 
plans. 

Few executives in the industry expect 
the downturn to end soon. Mr Isao 
Kubokawa. Tobu's managing director, 
explained: “This recession could be 
more serious and last longer than other 



Foodhall at Mitsnkoshi: people are taming to cheaper supermarkets 


recessions. One reason is that this 
recession involves banks and Teal estate 
companies winch have never been in 
recession before, as well as the car and 
electronics industries which have not 
usually suffered.” 

T he sales decline started last year 
with luxury goods - art and 
jewellery - which were fashion- 
able to the years of the Japanese bubble 
economy. 

This has hit particularly the older 
luxury stores such as Takashimaya and 
Mitsukoshi, where the top-floor luxury 
goods department is deserted, the calm 
rarely ruffled by customers. It is a 
ghostly reminder of the hey-day of the 
bubble economy. 

By this spring, overall sales started to 
fall because consumers cut back on 
more everyday purchases, particularly 
clothes. 

Throughout the retail sector people 
are trading down to buy cheaper goods. 


Mr Kubokawa said: “They would have 
bought four shirts, now they are buying 
only one, and they are looking for 
cheaper shirts.” 

An executive of Isetan, the most fash- 
ionable of the stores, says that younger 
consumers are buying casual clothes 
rather than the expensive designer 
brands which were fashionable in the 
late 1980s. 

In August, the decline started to 
affect staples such as the food sold in 
the expansive basements below the 
stores as people turned to cheaper 
supermarkets. 

The toll in sales is having an alarm- 
ing Impact on department store 
finances. 

For example, Isetan expects sales this 
year to be below last year, the first 
annual decline to its 106-year history. It 
expects profits to fall for the second 
year running, the worst results since 
the recessions of the mid-1970s. 

Tobu expects its investment to ikebu- 


kuro will now take up to six years to 
jay off compared with the original two 
years. 

As yet the stores have taken only 
tentative steps to cut costs. At Tobu, 
which has a wealthy parent in the form 
of the private Tobu railway, Mr Kubok- 
awa said: “We have to be patient. Costs 
will be cut through natural wastage 
over the next three years." 

Mitsukoshi, which is more financially 
vulnerable, is cutting management jobs 
by 30 per rent and severely reducing 
executive bonuses. 

With costs being cut at a much 
slower rate than sales are felling, it is 
inevitable that department store profits 
will continue to fell this year and possi- 
bly next year as welL 

What might distinguish the younger 
more dynamic stores such as Tobu, 
Seibu and Isetan is their determination 
to respond by more aggressive market- 
ing. They are all stress value for 
money, where two years ago they were 
selling designer chic. 

Tobu has Introduced an own-label 
brand of cheaper products to catch con- 
sumers as they trade down to cheaper 
goods. 

Isetan’s energetic management is 
implementing a medium-term plan to 
stress profit growth rather than sales 
growth. 

T he heart of Tokyo has long since 
shifted away from Mitsukoshi's 
home - the conservative, tradi- 
tional low city of Nihombashi - 
towards the the neon wonderlands in 
the outlying consumer-commuter con- 
urbations of Shibuya and Shtojuku to 
the high city, on the hills at the edge of 
Tokyo. 

This recession will hasten a similar 
shift to the department store industry 
as leadership shifts from the older, 
slower moving famous names to the 
young pretenders in search of their 
crowns. 


Lower interest rates boost Quebecor 


By Robert Qibbens 
In Montreal 

QUEBECOR Printing, North 
America's second-largest com- 
mercial printer, was helped by 
rising efficiency, lower interest 
costs and lower taxes to a 71 
per cent gain in net profit for 
the first nine months of 1992. 

The group, controlled by 
Quebecor, the Montreal-based 
publisher, posted earnings of 
$36m, or 74 cents a share, 
against 321m, or 52 cents, a 
year earlier on revenues of 


8l.G5bn, compared with $9S8m. 

Third-quarter net profit was 
316.9m, or 32 cents a share, 
against 311.4m, or 29 cents, a 
year earlier on revenues of 
3360m, up from 3346m. The 
company made one acquisition 
during the quarter. 

The group operates in all 
major sectors of commercial 
printing from inserts and direc- 
tories to bank notes. With 
acquisition of the former Max- 
well Graphics two years ago. 
two-thirds of its business is in 
the US. 


• Bramalea, the property 
group controlled by the Bronf- 
man family of Toronto, has 
another three weeks to modify 
Its five-year restructuring plan 
to satisfy senior debenture 
holders. 

A six-hour meeting in 
Toronto last week with the 
holders of CS525m 
(US$423.30m) of debentures 
was adjourned to November 19. 

The restructuring is 
designed to deal with the com- 
pany's total debt of more than 
CS4bn- 


Court continues hearing on 
future of NY Daily News 


By Ala n Friedman 
in New York 

THE FUTURE of The New 
York Daily News, the loss- 
making tabloid that was once 
owned by the late Mr Robert 
Maxwell, remained unresolved 
yesterday morning as a New 
York bankruptcy court began a 
third day of hearings. 

The hearings, which began 
last Thursday, were supposed 
to result in a ruling on the bid 


for the newspaper from Mr 
Mortimer Zuckerman, the 
owner of the weekly US News 
and World Report magazine 
and The A tlan tic, a monthly 
magazine. - 

Although Mr Zuckerman 's 
chances have been good since 
the withdrawal recently of Mr 
Conrad Black, the Canadian 
newspaper proprietor, his bid 
has run into problems concern- 
ing newspaper’s typographers' 
union. 


CROUPE 

SUEZ 

GROUPE SUEZ ANNOUNCES FIRST-HALF 1992 EARNINGS 
AND THE RESTRUCTURING OF ITS REAL ESTATE OPERATIONS 


1- Excluding real estate provisions, operating income 
rose significantly 

For (he six months ended June 30, consolidated operating income, 
before real estate provisions, totaled FRF 32 biDiorv versus FRF 2 bil- 
lion in first-half 1991 and FRF 6 billia) for the full year 1991. This 
growth, despite the weakening economic climate, has been driven by 
maign-aitanciiig efforts throughout the Group.Socide Generate de 
Belgique's pretax income from continuing operations (after minority 
interests) rebounded sharply, from BEF 1.3 to 3j6 billion, while ret 
banking income dimbed by 8% at Banque indosua and by 17% at 
Banque Sofinco. 

2- Overall earnings were severely curtailed by FRF 528 
million in real estate provisions 


(FRF b$ans) 

first-boff 1992 

first-half 1991 

Operating rccr*? 



(excluding red estate prorisons) 

12 

20 

PmwBore far red estate operations 

1.9 

ai 

Operating Income (loss}* 

(021 

10 

Bceptiowal income’ 

02 

03 

CtttsoMcted net income' 

05 

13 


"Aik* ntnmiy iscrafc. 

The incn»sc in provisions has significantly reduced the Group's real 
aiate exposure. As of June 30, 1 992, provisions had been set askle for 
more than 1 0% of the funds committal to real estate profcsskxnte. 

3-The Group’s funding capacity is intact thanks to two 
years of effort. 

Over the fir* three quarters of 1992, the Group pursued the refocus- 
ing hcpin two years aga Since January 1. l99l,ifiwstmentsofnon' 
strategy sharriwkiingstevc totaled FRF 1 1 bilfion. The recent merger 
tetween Compagnic de Suez and Suez International was yet another 
stage in the Group’s streamlining process. 

The consotidatian enabled the Group to preserve Its sound financial 
Ixcc despite the problems ariang frotn recession. Stockholders' equity 
amounted to FRF 43 billion, while fast-half consolidated cash Sow 


totaled FRF 16 bftDon. Cdmpognie de Suez’s debt remans marginal 
and ks potential capital gains vast, at nearly FRF 8-10 bQBon for 
property assets alone. 

4- Tbe Outlook 

In the second half of the year, Suez banks' provisions for real estate 
loans will stay high and the general economy too depressed for she 
Group* other operations —despite strong showings - to offset flwr 
impact 

Asa result, the basic treads stejwig the Groups consolidated income 
are untikdy to improve in the second half of the year. 

5- Stepped-up refocusing and budgetary discipline 

The Group wtfl pursue a basically three-prooged strategy to rapidly 
restore sadsfaac^nur^ns: It wfflcontiinjc with cfoestnKfits, dispos- 
ing of at least FRF5tnnionm^ets over (he next 1 8 months; steep cuts 
in managemoB expenses win be budgeted across-the-board; and 
synetgies wfll be aggresavdy developed throughout the Group. 

6- Restructuring real estate operations 

The Company’s Board of Directors adopted the following measures 

- TlKeatireGroup wiDjom forecs to manage the real estate loans pos- 
iqg the greatest problems. 

- The equity base of Group banks wiH be strenghened as needed. 

In a few day, an operational restructuring plan wiH be presented for 
Banque La Hcnin, which is dated to be merged with Compagnic de 
Suez’s 54%-owncd Compagnie Fontiere Internationale. Accord- 
ingly, a sanpRSod tender offer for CFTs remaining stock will be sub- 
nntted for regulatory approval 

The resultii^ujew unit, include Cretfei^wffl benefit 

from substantial equity as well as income and capital gains Grom CFTs 
property assets. 

7- Public buyout offer for Partfcena and Astorg 
Regulatory officials have been asked to rule ana public buyout offer 
for two dewfopment capfcal firms, Partheha and Astotg, of which the 
Graipe Suez cunrndyowmirencihan 97^ TteoffowouU ram- 
son an investment of less than FRF40 mffion for the Group. 

October 20, 1992 


WORLD TEXTILES 


The FT proposes to pub- 
lish this survey on 
IN (Member 12 1992, 
Textiles arc one of the 
most heavily traded goods 
in the world. To discover 
what the FT is planning 
for this survey and how to 
reach our international 
audience of decision mak- 
ers, financiers and 
government administrators 
contact: 

Ruth Pincombc 
Tel: 061-834 9381 
Fax: 061-832 9248 
Alexandra House, 
Quocn Street. 

Manchester M2 51 .F 


FT SURVEYS 


USD UXUXMMMO 

KANSALLIS 
OSAKE PANKKI 

Subordinated Floating 
Rate Notes due July 1997 

Interest Rate 3.75% p. a. 

I rawest Period October 26,1992 
Januay 26, 1993 

Interest Amount due on 
January 26, 1993 per 

USD 10.000 USD 95.83 
USD 250,000 USD 2.395.83 

e 

BomQUE GbnCjmie du Luumbouus 

Agent Bank 


FIDELITY WORLD FUND 

Sodete d'lnvestissement ft Capital Variable 
KaosaJJis House -3rd Floor 
Place de I'Etoile 
L-J021 LUXEMBOURG 

DIVIDEND NOTICE 

At the Annual General Meeting .held on September 29, 1992 
it was decided to pay a dividend of USD 0.24 (cental per 
share on or after October 26, 1992 to shareholders of record 
on October 6, 1992 and to holders of bearer shares upon pre- 
sentation of coupon No 18. 

Paying Agent: KREDIETBANK S.A. LUXEMBOURG EOISH 
43. Boulevard Royal 
L-2955 LUXEMBOURG 
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( BOUYGUES) 



The Board of Directors of BOUYGUES, meeting on 20 October 1992 with Martin BOUYGUES 
as Chairman, reviewed the results to 30 June 1992 and considered the outlook for the year in progress. 


NET PROFIT FIRST HALF 1992: 4% INCREASE 

BOUYGUES CONSOLIDATED 


1992 PROSPECTS 

CONSOUEWTED TURNOVER 
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64,3 

- 4ft 

TO THE GROUP 

108 

104 

635 

of which International 

17.7 

183 

- 6% 


Despite a difficult economic climate, the BOUYGUES 
Group maintained a high level of activity during the 
first half of 1992. 

During this period, international turnover suffered due 
to the fall of the dollar. At a constant exchange rate, 
it would have been FFr 600 million higher. 

As in previous years, the seasonal nature of some of 
the Groups activities had an influence on the first- 
half consolidated profits. They rose 4% compared 
wfth toe same period In 1991. 


The.Boafd has decided to pay a net Interim 


The forecast consolidated turnover for 1992 amounts to 
FFr 62 billion. International turnover; three-quarters of 
which Is generated In Europe, North America and the Far 
Eastj accounts for FFr 17.7 billion. 

The decrease In turnover for 1992 Is mainly due to the 
decline of the dollar and the reduced activity of the 
property division, which nevertheless remains profitable. 

The consoBdated turnover does »Krtln<*KfoSAtW and TFt 

as these companies are coosp9dat^ .ustofethe,f “ 
mrthod. These compante? fcttottomgeft 
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FIRST CUT BAM CORPORATION 
OF TEXAS, INC. 
US41M,000,MK) 

FLOATING HATE NOTES DUE 

JANUARY 1995 

Id accordance with fee provisions 
Of fee Notes, notice is hereby given 
that the rate of interest for fee three 
month period 26th October 1992 to 
26th January 1993 las been fed 
at a rate of 5&X per annum. 
Interest wiH therefore be payable at 
USS 134.17 per 118310,000 note on 
26th January 1993. 

ChbwcalBamc 

Agent Bank 


ALLIANCE ■« LEICESTER 
Affiance & Leicester Building Society 
£112.000.000 

Subordinated Floating R ate 
Notes due 1998 

For the three months 26th Octo- 
ber. 1992 to 26th January. 1993 

the Notes will curry an interest 
rate of 8.40% per annum with an 
interest amount of £10.586. X) 
per £500 .COO Note, payable on 
26th January. 1993. 

Uv.,1.4. ilw Lufe-mbuen: i*. •* Erchmsv. 
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Gencor falls 10% 
in year of weak 
commodity prices 


By Philip Gawtfli 
in Johaniwaburg 

GENCOR. South Africa's 
second-largest mining house, 
yesterday announced a 10 per 
cent fall in attributable profits 
for the year to the end of 
August 

The results reflect the weak 
International commodity mar- 
kets which impacted particu- 
larly on Gencor's mining 
operations, where attributable 
profits fell: by 2L5 per cent 

Mr Brian Gilbertson, execu- 
tive nhairaian , yiifl that con- 
sidering the diffirnit- commer- 
cial environment, the group 
had done well to limit the fall 
in underlying operating profits 
- excluding one-off items - to 
I per cent down to R1.17bn 
(5399m). 

Taking into account one-off 
items, transaction surpluses 
and an increase in the number 
of shares issued following a 
R2bn rights issue in February, 
total attributable profits fell by 
10 per cent to R1.26bn from 
RL40bn and earnings per share 
by 17 per cent to 98.8 cents 
from 119.5 cents. The dividend 
was increased to 45 cents per 
share from 43 cents. 

A divisional breakdown of 
contribution to attributable 


profits shows that the mining, 
metals and minerals arm, Gen- 
min, contributed R391m. or 32 
per cant: Sappi, the forest prod- 
ucts group. Rl89m, or 15 per 
cent; Malbak, the industrial 
arm. Rl3lm. or 10 per cent; 
Engen, the energy group, 
R259m, or 20 per cent; and 
investment arm Genbel, and 
other investments, R317m, or 
25 per cent 

Mr Gilbertson said that with 
few exceptions the average 
export prices received were 
well down on the levels in the 
previous year. The limited 
depreciation of the rand 
against the dollar was not suf- 
ficient to offset the effects of 
domestic inflation. 

He said decisions on the two 
large capital prefects the group 
has on the drawing board - 
the R6.7bn Ahisaf aluminium 
smelter project, and the R2£bn 
Columbus stainless steel joint 
venture - were “imminent". 

He was confident of a “fair 
degree” of local institutional 
support tor Alusaf, which is 
seeking to raise Ri^bn. 

Mr Gilbertson confirmed that 
unbundling of Gencor i 
remained a “distinct possibil- 
ity", but it was on hold pend- 
ing clarification on as market- 
able securities tax. 


New proposals to govern 
foreign equity offerings 


By Brian Bolton 

THE International Primary 
Market Association has 
announced important changes 
to its recommendations for 
international equity and debt 
offerings. 

IPMA says the recommenda- 
tions amount to a new code of 
conduct for international 
equity offerings. “We believe 
we have come up with a credi- 
ble code of conduct for equities 
to match our debt code,” said 
Mr Dirk Hazell, sec- 
retary-general of IPMA 

Two levels of disclosure are 
required of the lead-manager, 
covering corporate and market 
information. One is for coun- 


tries from within “specified 
jurisdictions” - EC and EPTA 
countries, the US, Japan, Can- 
ada. Australia and New Zea- 
land - and a stricter one for 
offerings from developing 
countries. 

The main effects for debt and 
equity-related debt instru- 
ments will be to increase fur- 
ther the transparency of the 
lead manager’s operation of 
stabilisation; reduce the period 
within which fees are to be 
paid to 30 days from 45 days - 
where they are not payable on 
closing; and to abolish the 
grace period of 14 days for 
interest on late payment of 
fees. They apply from Novem- 
ber 16. 



I Os Clydesdale Bank 


HOUSE 

MORTGAGE 

RATE 

Clydesdale Bank PLC 
announces that its 
House Mortgage Rate 
is being reduced to 
9.29% per annum 

For new loans the rate will apply 
from 1st November 1992 and for 
existing loans the rate will be 
effective from 1st December 1992. 


FIDELITY PACIFIC FUND S.A. 

Social*: Anonyme 
Registered office: Bermuda. 

Incorpo ra t e d under the laws of Panama. 

DIVIDEND NOTICE 

The above Fund has declared a dividend of USD 0.15 (cents) 
per share on or after October 30, 1992 to shareholders of 
record on October M, 1992 and to holders of bearer shares 
upon presentation of coupon No 22.. 

Paying Agent: BANKERS TRUST LUXEMBOURG S.A 
14, Boulevard Roosevelt 
L-2450 LUXEMBOURG 

Published by order of Registrar: 

FIDELITY INVESTMENTS LUXEMBOURG SA. 

Kansailis Haute - 3rd Floor 

Place do PEloile - L-1021 LUXEMBOURG 


Goodman 
unit to sell 
retail 
activities 

By Kevin Brown In Sydney 

GOODMAN Fielder Wattle, the 
Australian foods group, said 
Cold Storage Holdings (CSH), 
its qnoted Singapore subsid- 
iary, had agreed to sell its 
retail businesses to Dairy 
Farm International for 
AniSm (0SS14&9m). 

The sale is significant 
because it marks Goodman’s 
exit from retail activities as 
part of its strategy of concen- 
trating on developing core 
manufacturing businesses 
in Australia, Asia and 
Europe. 

The deal, which includes 10 
supermarkets, 48 pharmacies 
and 87 convenience stores, will 
realise an extraordinary 
gain of A$49m for CSH, 
which is 64 per cent owned by 
Goodman. 

Goodman said the proceeds 
of toe sale would be used to 
help finance investment of 
about A$200m over the next 
three years to expand the 
group’s manufacturing capac- 
ity In Singapore, Indon- 
esia, the Philippines and Mal- 
aysia. 

Mr Michael Nugent, Good- 
man’s chief executive, said the 
sale price represented “a sig- 
nificant premium” for the 
retail operations. 

“Strategically, the sale is 
very significant for Goodman 
because it signals our exit 
from non-core retail activities 
and allows ns to pursue our 
strategy in Asia,'* Ire said. 

CSH will retain Its Sunshine 
bakery business In Singapore, 
as well as a number of other 
food manufacturing, whole- 
saling and distribution bus- 
inesses in Singapore 
and neighbouring conn- 
tries. 

The sale is the latest ele- 
ment in a restructuring 
intended to sharpen Good- 
man's manufacturing foe ns 
following a series of disap- 
pointing results. 

The group recently sold its 
Wattle’s business in New Zea- 
land to Heinz, the US food 
group, for NZ$566m 
(US$31 4m). It has also 
acquired manufacturing com- 
panies in Australia and 
Europe. 


Korean companies press for foreign funds 

Sara Webb on growing demands for easier access to international capital markets 

K OREAN companies are Finance Ministry, says: “Our Price Index (KOSPD has tom- - taking into account the yield to compete more effective 
no strangers to inter- chief concern is that the bled from a high of 1,007.77 on on its paper and the forecast with foreign manufacturers, 
national capital mar- monev (raised abroad! would Anril 1 1989 to a low of 459.07 deoredation of the won. Both Hyundai Motor ax 


K OREAN companies are 
no strangers to inter- 
national capital mar- 
kets. Since the mid-1980s, 
Korea's largest corporate 
names have launched a grow- 
ing number of issues of con- 
vertible bonds, bonds with 
warrants and, more recently, 
yankee bonds. In doing so, 
they have taken advantage of 
the cheaper borrowing costs 
and longer maturity of funds 
available in international capi- 
tal markets. 

But, as Korea’s Ministry of 
Finance proceeds cautiously 
with financial liberalisation, 
Korean companies are pressing 
for further freedom to tap 
international markets. 

Many want controls on over- 
seas borrowing to be lifted to 
reduce their funding costs and 
improve the international com- 
petitiveness of their products 
when Korea needs to boost 
export growth. 

Under current regulations, 
Korean companies may only 
tap international capital mar- 
kets if the proceeds are used 
for investment in overseas 
operations or for financing 
imports of advanced foreign 
technology. In other words, 
they cannot borrow cheaply 
abroad and repatriate the 
funds to finance domestic 
operations. 

Mr Chang-Lok Kim, director 
of international fiwanen at the 


Finance Ministry, says: “Our 
chief concern is that the 
money [raised abroad] would 
be transferred back to Korea 
and would increase the money 
supply." The government 
wants to keep money supply 
growth - measured by M2 - 
at about 18.5 per cent 

But the ministry is aware of 
companies' funding concerns. 

Mr Kim nrfrig- “Our ultimate 

goal is to allow Korean compa- 
nies to borrow abroad to sup- 
port their domestic operations 
because we would like to see 
the free movement of capital. 

“The problem is: how do we 
reconcile allowing the money 
to support their domestic 
operations without it having 
an impact on the domestic 
money supply?” 

Until the Finance Ministry 
allows the free movement of 
capital, companies must apply 
for permission to raise tends 
abroad and then queue up to 
wait their turn. One invest- 
ment banker in Seoul says: 
“The demand for funds greatly 
exceeds the amount permitted 
by the ministry.” 

It is not difficult to see why 
demand should be so great. 
Domestic sources Of financing 
are difficult to obtain or rela- 
tively expensive. 

Prices on the South Korean 
stock market have been falling 
steadily over about the last 
three years. The Korea Stock 


CBOT may offer link 
with Cincinnati exchange 


By Laurie Morse In Chicago 

THE Chicago Board of Trade 
(CBOT), the world’s largest 
futures exchange, is negotia- 
ting to link its new electronic 
trading terminals to an over- 
the-counter stock trading net- 
work operated by the Cincin- 
nati Stock Exchange. 

The deal would be a first for 
a US futures exchange, and 
demonstrates that the CBOT is 
making aggressive plans to 
expand beyond its traditional 
futures and options businesses. 

The announcement was 
made at the launch of the 
CBOTs Project A, a local elec- 
tronic trading system that will 
trade during the CBOTs regu- 
lar market hours. 


Initially, the exchange is 
offering futures on barge 
freight, two varieties of zero 
coupon bonds, and an option 
on long bonds on Project A. 
However, Mr William O’Con- 
nor, CBOT chairman, says the 
system will be used to list a 
variety of non-tradxtional prod- 
ucts, and provide access for 
CBOT members to markets for 
cash government securities 
and stocks. The Cincinnati 
Exchange does not have a trad- 
ing floor, and operates entirety 
through a “black box” com- 
puter system. It is an affiliate 
of the CBOTs neighbour, the 
Chicago Board Options 
Exchange. CBOE members 
own the majority of the seats 
on the Cincinnati exchange. 


Price Index (KOSPD has tum- 
bled from a high of 1,007.77 on 
April l 1989 to a low of 459.07 
on August 21 this year, 
al tho ugh it has frinee climbed 
back up to close at 582.74 yes- 
terday. Investors, disenchanted 
with the performance of their 
equity holdings, are therefore 
less willing to stump up cash 
ter new share issues. 

Bank loans are available, but 
not always easy to obtain, as 
hanks must meet government 
credit allocation guidelines. 

Lai the domestic bond market, 
yields on corporate issues are 
around 15 to 16 per cent, which 
is high by Internatio nal stan- 
dards. Added to this, most cor- 
porate bond issues have a max- 
imum maturity of only three 
years. 

Korean companies - many 
heavily indebted already, with 
gearing ratios of about 350 per 
emit on average - complain of 
the shortage of funds and high 
cost of borrowing. 

Samsung Electronics, 
Korea’s largest electronics 
company is one case. If it bor- 
rows on the domestic bond 
market, the cost of funds is 
likely to approach 17 per cent, 
once domestic interest rates 
and underwriting and bank 
guarantee fees are included. 

But if it borrows in interna- 
tional capital markets, it esti- 
mates the cost of funding 
would be 8J> to 9.0 per cent. 


Plan to extend 
life of marginal 
SA gold min e 

By Philip Gawfth 

WESTERN Deep levels (WDL) 
and neighbouring Blyvooruitz- 
icht (Blyvoor), two South Afri- 
can gold mines, have reached 
an agreement which should 
extend the troubled Bytvoor’s 
life by about eight years. 

The logic of tire deal, which 
involves Blyvoor mining 92 
hectares of the WDL lease 
area, is that Blyvoor has 
easier access to the area cov- 
ered by tire deal than WDL. 

Working profits and capital 
expenditure will be shared, 
with WDL, which is owned by 
Anglo American, receiving 55 
per cent and Blyvoor 45 per 
cent. 


taking into account the yield 
on its paper and the forecast 
depredation of the won 

Samsung . spends about 
S900m a year on research and 
development, of which Sam- 
sung Electronics accounts for 
the lion's share - an estimated 
$650m. Mr Young-Key Hwang, 
executive director and group 
treasurer at Samsung, says: 
“The availability of funds is 
one of our main problems, as 
well as the cost of funds." 

Mr Hwang argues that Kor- 
ean companies that produce 
high-technology goods - such 
as Samsung Electronics - are 
not competing so much with 
the domestic companies as 
with the international names, 
such as Sony and Hitachi- “We 
are the largest R&D spender 
in Korea - we realise it is the 
only way we can survive the 
1990s,” he says. 


O ther research-intensive 
companies, such as 
Hyundai Motor, would 
also like to see greater freedom 
to raise tends In the interna- 
tional markets. “We would like 
to be able to use the proceeds 
from international financin gs 
for our [domestic] expansion 
programme, and we do not 
think that would hurt the 
economy.” says Mr Bang-Joo 
Lee, managing director of 
Hyundai Motor Company. He 
adds this would allow Hyundai 


to compete more effectively 
with foreign manufacturers. 

Both Hyundai Motor and 
Samsung Electronics plan to 
raise money in the interna- 
tional markets shortly. Hyun- 
dai hopes to raise $l50m in 
global depository receipts next 
month, using the money to buy 
high-tech equipment from 
Japan for the development of 
its third generation of Excel 
cars. 

Meanwhile, Samsung Elec- 
tronics is preparing to sell 
$200m of 10-year bonds in the 
US and to use the proceeds to 
import semi-conductor manu- 
facturing equipment from the 
US. Japan and Germany. The 
issue is expected to be a 144A 
placement, which has fewer 
disclosure and SEC regulatory 
requirements than does a 
straight public bond issue. The 
company hopes to be able to 
raise tends at rates close to 
those in the public bond mar- 
ket 

Samsung Electronics will be 
the first Korean company to 
launch such a bond Issue since 
the Finance Ministry opened 
the door to this form of bor- 
rowing in September. Invest- 
ment bankers in Seoul hope 
that other Korean companies 
will follow suit and use the 
144A placement route in 
future, especially if existing 
limits on overseas financing 
are eventually lifted. 


Sales and earnings slide at 
top Japanese paper groups 


By Emiko Terazono In Tokyo 

OJ1 Paper and Ju)o Paper, two 
leading Japanese paper manu- 
facturers, are being hit by 
weak demand for newsprint 
and high-quality paper for 
financial institutions. 

Yesterday they announced 
fells in n on-consolidated sales 
and earnings for the first six 
months to September (see 
table). 


For the full year, Qji fore- 
casts pre-tax profits will fall 8.1 
per cent to YlL4bn ($93.4m) on 
a 17 per cent fell in sales to 
Y458bn. 

Jujo. which is to merge with 
Sanyo-Koknsaku Pulp in April, 
expects full-year pre-tax profits 
to rise 3.3 per cent to Y7bn, on 
lower imported material costs 
and a cut in interest payments. 
But it sees a IB per cent fell in 
sales to Y385bn. 


JAPANESE PAPER COMPANIES 
(Half-year results to September 30 1992) 



Sales 

Change 

Pre-tax 

Change 

Nat 

Change 


(Ybn) 

% 

profit* 

% 

profits 

% 

OJi Paper 

227.07 

-JL5 

&4 

-22.9 

3.9 

-24.2 

Jujo Paper 

190.19 

-4.0 

23 

-20.6 

1.5 

-22.1 



THE TOBOHTO-DONUHON BAIfX 

USS 25 million Floating Rata/ 
Variable Redemption Amount Notes 
efue October 31, 1394 
Notice is herety ghwitfm pwiusm o 
the terms of the Notes, me Bank will 
redeem afl ot the Notes for the above 
Issue on October 30. 1992 
The ToremoDomSnlon Bank London 
Issuing and Principal Paying Agent 


AbbrtvfatlatE (a) Free rate; Qd Banknote rate; fe) Commercial 


United Kingdom £0.874413 United States 51.42372 Gerauty D Mark 2.16007 Japan Y«171.914 
Unftediaatfom EOBOMOb United States 51.27559 Senna* D Mart 1.96569 Japan Yenl56.Z» 

rate ; CrO Controlled rate; U) EninUal Imports; fa) Financial rate; 00 Exports; <l) Non commercial rate; fp Business rate; 
ttr; fa} habile transaction rate; fa) DffleteJ rate; Ip) preferential rate; fa) eomcrtJble ratejW parallel rate; 


tk) Swing rate; (D Imn goods; fat) Mmtet rate; fa) Public transaction rate; fa) DffletaJ rate; tp» preferential rate; fa) caneeraue rate; ui perai 
* tt*05JWte- W fhattagraii : f OS appl ies i to Mm ifa the fete Zone. 

Some data applied by awe of America, Economic* Department, Lortfcn Trading Centra. Enquiries: 071 634 4360/5. 
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28 



INTERNATIONAL CAPITAL MARKETS 


NTT five-year deal favourably received 


By Tracy Corrigan and 
Brian Bollen 


THREE Eurodollar bond 
offerings emerged yesterday, 
as borrowers rushed to take 
advantage of swap opportuni- 
ties at the short end of the 
market. 

Expectations that dollar 
interest rates are set to rise 
soon have increased the num- 
ber of fixed-rate payers keen to 
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lock in rates in the swap mar- 
ket, causing three-year swap 
spreads to widen sharply. 

Investor demand for dollar 
securities remains rather slim, 
due to the soft tone of the US 
bond market, although some 
European retail investors are 
said to be showing an interest 
in the sector as a means of 
taking a view an the currency. 

Of yesterday's three new 
issues, Nippon Telegraph & 
Telephone's S200m five-year 


deal via J.P. Morgan, priced to 
yield 44 basis points over the 
comparable US Treasury, fared 
the best. The deal was consid- 
ered fairly priced for a rela- 
tively rare, top-quality bor- 
rower and avoided the 
overloaded three-year area of 
the market, where attractive 
swap spreads have focused 
attention. 

Finnish Export Credit's 
three-year deal via Gold- 
man Sachs was considered 
fairly priced at 99 basis points 
over the curve, but Finnish 
credits are currently a difficult 
sell. Credit Local de France 
also tapped the three-year area, 
with a $200m offering priced at 
42 basis points over the curve, 
which met sluggish demand. 

Of the recent batch of three- 
year offerings. General Electric 
Capital Corporation's 8200m 
deal launched at 45 basis 
points over the curve late last 
week has already tightened to 
37 basis points, but oversupply 
is hampering further deals. 

Northumbrian Water 
reopened the Eurosterling 



NEW INTERNATIONAL BOND ISSUES 

Borrower 

US DOLLARS 

Credit Local de Franco 

Flnntob Export Credit 

Nippon Telegraph & Teiephono 

Amount rrw 

200 

200 

200 

Coupon % 

5.375 

6 

6.25 

Price 

101.0875 

101.125 

100475 

Maturity 

1095 

1905 

1997 

Fees Book rumor 

1%/%% Kidder. Peabody inL 

1 Goldman Sacha InL 

1%/1.725%JP Morgan Secs. 

D-MARKS 

Tokyo Tekko Co.(aM> 

180 

A 

100 

1997 

% Nikko BankfOeutadi] 

YEN 

Vitamin (CaymonHb)** 

2 . 08 bn 

52 

100.2 

1996 

20bp Nippon Credit lnt 

STERLING 

Northumbrian Water Group 

100 

925 

101.085 

2002 

2/1 h% CSFQ 

FRENCH FRANCS 

CrMit National 

l.Sbn 

O 

66-53 

1997 

20bp CCF 

URE 

European (nv.Sank 

iSOtvt 

12.75 

101.425 

1997 

IMI ftwkftux-l 

SWISS FRANCS 

SNCI(c)** 

150 

6.5 

10 1.5 

1999 

UBS 

Final terms and non -callable unless stated. *-*Privaifl placamenL with equity warrants, a) Final terms fixed an 28MCNS2. b) 
Series C. c) Borrowers lull nemo: SoclOtfi Nsdonuie de Credit A (.'Industrie. 



bond market with a £!00m 10- 
year Issue, which benefited 
from a rally In the gilts mar- 
ket. Lead manager Credit Sui- 
sse First Boston attributed 
demand from the UK, Asia and 
Europe to the market's eager- 
ness for current coupon paper. 
Continental European inves- 
tors in particular prefer not to 
take the capital loss involved 


when buying bonds at a pre- 
mium to their par value. The 
deal was priced at 85 basis 
points over the comparable gilt 
issue. 

Pricing will take place today 
of a $200n issue for Grapo Tel- 
evisa, the Mexican media con- 
cern which is making its debut 
in the international capital 
markets. Chase Investment 


Bank is arranging the offering, 
which Is part of Televisa's 
$400m Euro-medtum term note 
programme. 

The bonds will be priced to 
yield 410 basis points over the 
five-year Treasury, indicating a 
coupon of around 10 per cent 
at a small discount to par. The 
proceeds will help fund recent 
acquisitions. 


Milan to 
trade most 
shares on 
new system 
by next year 


By Haig Slmonlan in Milan 


Bunds ease as hopes of imminent rate cut dashed 


By Sara Webb In London and 
Patrick Harverson 
In New York 


GERMAN government bond 
prices dropped a quarter of a 
point as senior Bundesbank 
officials yesterday stressed the 
central bank's commitment to 
price stability, dashing the 
bund market's hopes of an 
imminent cut in rates. 

Dealers said the bund mar- 
ket had hoped to see a cut in 
key interest rates as early as 


contract opened at 91.81 and 
rose to a high of 91.93 early in 
the session, but ended the day 
at around 91.46. 
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Thursday. However, Mr Hel- 
mut Schlesinger, the Bundes- 
bank president, and Mr Hans 
Tietmeyer, his deputy, stressed 
in separate speeches that the 
Bundesbank was not about to 
abandon its tough anti-infla- 
tionary policies. Mr Tietmeyer 
said a departure from mone- 
tary policy aimed at stability 
would be irresponsible. 

Medium and long-dated 
bunds fell as the statements 
were seen as killing any hope 
of an Imminent cut in Interest 
rates. The Li/fe gilt futures 


■ SUPPLY pressures and con- 
tinued uncertainty ahead of 
next week's presidential elec- 
tion weakened US Treasury 
prices yesterday morning. 

By midday, the benchmark 
30-year government bond was 
down H at 94b, yielding 7.675 
per cent. The two-year note 
was also lower at the halfway 
stage, down & at 99&, yielding 
4.357 per cent 

Prices slipped from the start 
as market participants sold off 
some of their inventories 
ahead of this week's auctions 
of new government securities. 
The Treasury is due to sell 
S15bn in two-year notes later 
today, followed by another 
5l0.75bn in live-year notes 
tomorrow. 

Further down the road, the 
next quarterly refunding pro- 
gramme looms, and with so 
much new supply in the pipe- 
line investors and dealers are 
nervous about the outlook for 
the market. 

The presidential race was 
also a factor contributing to 


the market's weakness and the 
unexpected revival of the Mr 
Ross Perot's standings in the 
polls heightened investor ner- 
vousness about the outcome of 
next Tuesday's vote. 


■ POLITICAL and economic 
worries combined to push 
down UK government bond 
prices, although the gilt mar- 
ket later recovered some of its 
losses to end only slightly 
lower or unchanged on the 
day. 

Dissent within the Conserva- 
tive party over the prospects 
for European economic and 
monetary union, and worries 
about inflation following the 
release of the latest quarterly 
figures from the Confederation 
of British Industry (CBI) 
depressed the market, dealers 
said. 

The CBI data suggested the 
decline In pay settlements may 
have bottomed out The 9 per 
cent gUt due 2008 edged up 
from 101% to 101& while short- 
er-dated issues slipped. 

Dealers estimate the Bank of 
England may have sold up to 
half of Its new tap stock yester- 
day. On Friday, the Bank 
announced It would offer £lbn 
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Coupon 

Rad 

Data 

Price 

Change 

Ytefd 

Week 

■flo 

Month 

ago 

AUSTRALIA 

10.000 

10/02 

107.4754 

-0275 

885 

6.69 

382 

BELGIUM 

6.730 

06/02 

10X8500 

-0.040 

a.15 

824 

aw 

CANADA * 

BJ 00 

04102 

1042000 

+0250 

7.88 

7.91 

7.73 

DENMARK 

g.oao 

11/00 

(00.8200 

+ 0.145 

BJBS 

9.16 

9.55 

FRANCE BTAN 

S £00 

03/97 

100.8212 

-0.468 

884 

8.45 

880 

OAT 

0500 

11/02 

1015300 

-0.510 

B26 

8.40 

885 

GERMANY 

0.000 

07/02 

1048750 

0200 

78S 

735 

7.48 

ITALY 

12.000 

05/02 

928000 

+0.155 

13811 

14.34 

14.17 

JAPAN No VIS 

a. BOO 

0B799 

100.4813 

-0.051 

4.70 

4.71 

4.74 

NO 148 

5.500 

03/02 

104.5681 

•0.137 

4.80 

481 

4.78 

NETHERLANDS 

8.250 

06/02 

104.9000 

+ 0020 

7 SI 

7.61 

782 

SPAIN 

msoo 

08/02 

88.6000 

- 0.200 

1288 

1288 

1X00 

UK GILTS 

10.000 

11/86 

109-23 

-3/32 

7. IB 

7.53 

885 


9.750 

08/02 

1 10-00 

-1/32 

524 

687 

888 


9.000 

loioa 

101-16 

-1/32 

8-82 

9.15 

924 

US TREASURY * 

8.375 

O 0 /O 2 

96-16 

-9/32 

&S7 

8.53 

6.40 


7.250 

08/22 

94-29 

-13/32 

7^9 

787 

786 

ECU (French Govt) 

turn 

03/D2 

96.1500 

•0.450 

a 79 

9.05 

923 

London dotting, 'denotes New York morning session Yields; Local market standard 

t Gross annual yield (Including withholding lax at 12.6 per cent payable by nan-rest- 

Pricer US. UK In 32+ds, others In decimal 

Toc/inJcaf Oato/A TLAS Prrcm Souromt 



of a newly-created stock - the 
VA per cent gilt due 1998. 

The new stock is partly-paid 
and dealers expect most of the 
proceeds will be used to buy 
back the £7S0m outstanding of 
9 per cent stock due 1992/96. 

"The Bank is taking advan- 
tage of felling yields and repla- 
cing a relatively high coupon 
stock with a lower coupon 


issue, " said one dealer. 


■ JAPANESE government 
bonds slipped on profit-taking 
following their rally at the end 
of last week. 

The yield on the benchmark 
No 145 opened at 4.78 per cent 
and ended at 4.795 per cent, 
corresponding to the low price 
of the day. 


MOOT shares listed os the 
Milan stock exchange will be 
traded on its controversial 
new screen-based system by 
the middle of next year, 
according to Mr Lucio Ron- 
delli, chairman of Gen erate 
Telematico di Borsa (GTB), the 
company setting up and man- 
aging the system. Bat he gave 
no precise date for the shift to 
full screen-based trading. 

The system, introduced last 
November, currently covers 35 
shares which together account 
for about 25 per cent of the 
capitalisation of the stock 
market's equity index. 

51r Rondelll defended the 
system, which has been sub- 
ject to a series of embarrass- 
ing break-downs. Many of the 
problems for the network, 
which now serves 224 screens, 
68 of them in s mall er regional 
exchanges, stemmed from 
problems outside GTB's con- 
trol such as faulty phone lines 
he said. 

The unreliability of the sys- 
tem, which has been at its 
most erratic at moments of 
heaviest turnover, such as at 
the opening of the bourse, 
have led to criticisms from 
brokers and calls for suspen- 
sion pending remedial work. 

The system has recently 
been subject to an “audit" by a 
specialised software house to 
see whether the bugs are 
based in the software or 
require further heavy invest- 
ment in new computer hard- 
ware. While some problems 
have arisen from software fac- 
tors, such as the compulsory 
pauses which occur during 
heavy trading periods, several 
recent breakdowns are 
believed to have stemmed 
from human error. 

Mr Rondelll admitted prob- 
lems had arisen, but these did 
not affect the “substantial 
validity” of the system, which 
might eventually need “some 
corrections”. He added that 
shares in a few companies 
which had a very limited float 
of stock might not be covered 
by the screen-based system, 
but that “solutions will also be 
found far these cases”. 


Iosco setback over 
common capital 


requirements 


By Tracy Corrigan and 
Robert Restart 


ATTEMPTS to 
reach agree- 
ment on com- 
mon capital 
requirements 
IOSCO for securities 
Conference ^ms and 
■ ■> ■ banks bit 



another obstacle over the 
weekend when US securities 
regulators held out for tougher 
standards than those sought by 
other regulators. 

The International Organisa- 
tion of Securities Commissions 
(Iosco), a grouping of securities 
regulators from more than 50 
countries, discussed the issue 
of capital requirements, at the 
start of its annual meeting in 
London. 

The organisation’s technical 
committee, chaired by Mr Rich- 
ard Breeden, who heads the US 
Securities & Exchange Com- 
mission, will meet again 
tomorrow morning in an 
attempt to resolve the issue, 
which has already been under 
discussion tar more than three 
years. 

A meeting of the committee 
on Sunday failed to agree on 
the amount of capital that 
securities firms must set aside 
to cover the risk of holding 
securities. 

Mr Breeden Is said to be 
holding out for a 4 per cent 
capital requirement to cover 
the risk, while other regulators 
are arguing that 2 per cent 
would be enough for any firm 
holding a large, diversified 
portfolio of securities - as 
opposed to individual securi- 
ties. which would carry a 4 per 
cent requirement 

A recently-agreed European 
Community directive on capi- 


tal adequacy includes the 2 per 
cent requirement. When the 
directive is implemented, EC 
securities firms will have to 
maintain their capital at a 
level equivalent to 2 per cent of 
their gross positions in securi- 
ties and 8 per cent of their net 
positions - calculated by tak- 
ing account of long and short 
positions and hedging strate- 
gies. 

Regulators yesterday raised 
tbe possibility of most Iosco 
members agreeing to the 2 per 
cent requirement, with the US 
left on the outside. However, 
such a compromise would dam- 
age Iosco's standing, regulators 
say, because of tbe interna- 
tional reputation of the SEC. 

If the SEC were left on the 
outside, it could also prove dif- 
ficult to persuade bank regula- 
tors - grouped in the Basle 
Committee on banking supervi- 
sion, rather than Iosco- to 
agree to the proposal 

The Basle committee has vir- 
tually concluded its own delib- 
erations on capital require- 
ments for securities trading by 
banks in parallel talks/ The 
lack of an agreement by Iosco 
is holding up plans to push 
ahead with joint action on the 
issue, which has been stalled 
for much of this year. 

If the new capital require- 
ments were imposed by indi- 
vidual securities regulators, 
without the agreement of tbe 
US, trade in US equities could 
shift offshore, to regimes with 
less stringent requirements. 

A compromise has been 
under discussion which if 
enforced would have the effect 
of preventing this migration of 
business to offshore centres 
without imposing a common 
international capital require- 
ment 
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MARKET STATISTICS 
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U.S. DOLLAR STRAIGHTS 

ABH9I/894 

ALEERT4PR0V1MCE93/895 .... . 

AUSTRIA 81/2 OH..- 

BANK OF TOKYO 8 3/8% 
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BRITISH GAS 8 3/8 99 
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COUNCIL EUROPE 8% ... 
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DEN IIAflK 81/494. 

DENMARK 9 1/4 95.. 


ECSC8W95 ...... 
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FINNISH EXPORT 9 3/8 95.... 

FORD CAPITAL9 3/4 97 

GEN ElK CAPITAL 9 3/8 96 

6MAC9W96. ...... 
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IBM INTI FMt 7 3/4 94.. 
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FEFRODELSTAT101/89SEC8. ... 

_ ITALY 10 3/4 ME« 

fife UNITED KIKGOOU 9 1/801 Ecu 
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XEROX CO RPN 8 3/8% 
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DEUTSCHE MARK STRAIGHTS 
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FUJATWS RATE NOTES 
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CONVERTIBLE BONDS 

BURTON GROUP 4 3/401 £.„ 

CHliaii CAPITALS 96 

EASTMAN KODAK 6 3/8 01 
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TRADITIONAL OPTIONS 


• First Daalings OcL 26 

• Last Dealings Nov. B 

• Last Declarations Jan. 28 

• For settlement Feb. 8 

3 -month call rate Indications are 


shown in Saturday editions. 

Calls In Color, Lonrtio, Premier 
Cons., Ramco Oil Serve, and 
Royal Insce. Put in Airtours- Dou- 
bles in ASDA and Premier Cons. 


FT-SE ACTUARIES INDICES 


The PT-SE 100, FT-SE Mid ago and FT-SE Actuaries 350 Indices and U» FT-SE 
Actuaries Industry Baskets are calculated by The International Stock Exchange 
of the United Kingdom and Republic of Ireland Limited. * The International 
Stock Exdmee at tbe United Kingdom and Republic of belaud Limited lfl9S.AU 
rights reserved. 


The FF-Actuarles All-Share Index is calculated by The Financial Times Lim- 
ited Id conjunction with the Institute of Actuaries and the Faculty of Actuaries, 
o The Financial Times limited 1993, All tights reserved. 


.The FT-SE 100. PT-SR Mid 2H and FT-SE Actuaries 380 Indices, the FT-SB 
Actuaries Industry Baskets and the FT-Actuaries All-Share index are members of 
the FT-SB Actuaries Share Indices series which are calculated in accordance 
with a standard set of ground rules established by The Financial Times Limited 
end London Stock Exchange in conjunction with the Institute of Actuaries and 
the Facility of Actuaries. 


•FT-SE" and "Footsie* are joint trade marks and sendee marks of the London 
Stock Exchange and The Financial Times Limited. 
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TI sells non-core 
activities for 

initial £38m 


COMPANY NEWS: UK 


By Richard Gourfay 

TI GROUP, the aerospace, seals 
and tubes group, has sold most 
of the capital goods division of 
its specialist Thermal Technol- 
ogy business for £38m to a 
wholly owned subsidiary of 
Ruhrgas or Germany. 

TI expects to receive an addi- 
tional £4m for changes in the 
net assets of the business since 
last December. 

The sale will involve a net 
loss of £lOm after goodwill 
written off on acquisition is 
written back through the profit 
and loss account In line with 
the new accounting treatment 

Mr Christopher Lewinton, TI 
chairman, said the sale was 
consistent with the group's 
strategy of concentrating on 
the three core businesses - 
Bundy tubes, Crane seals and 
Dowty aerospace. 

The Thermal Technology 
division makes vacuum and 


other tightly temperature-con- 
trolled furnaces for the aero- 
space and automotive indus- 
tries. 

Mr Richard Cropper, com- 
mercial director of Dowty 
Group, which is now part of TI. 
said Thermal Technology had 
been considered a core busi- 
ness but the idea has since 
been discarded. TI started to 
buRd the division in 1981 and 
expanded through the 1986 
acquisition of Ipsen. 

Small vacuum furnaces were 
added with the acquisition of 
CVI in the US as part of the 
purchase of Thermal Scientific. 
Most or Thermal Scientific will 
remain , in TI's aerospace divi- 
sion. 

TI will retain Cambridge 
Vacuum Engineering, a part of 
the capital goods division of 
Thermal technology that Ruhr- 
gas was not interested in buy- 
ing. This company, with net 
assets of £3m. is also to be sold. 


Hire side helps 
Moss Bros treble 


By Roland Rudd 

MOSS BROS, the clothing 
outfitter, more than trebled 
pre-tax profits, from £102,000 to 
£354,000, in the half year to 
July 26, helped by a strong 
showing by its hire business. 

Sales were up 3 per cent to 
£23 5m (£23 3m) boosted by a 
first time contribution from 
last year's purchase of Donnie 
from Sears Menswear. 

Turnover was up 1 per cent 
on a Like-for-like basis, 
reflecting an increase in sales 
across all the groups activities, 


which include Cecil Gee. Savoy 
Taylors Guild and Suit Co. The 
hire division increased its mar- 
ket share by 2 percentage 
points to 38 per cent 

Mr Rowland Gee, managing 
director, said: “When we went 
into the recession we said 
these are the economic condi- 
tions in which we have to 
trade. What we have now may 
be normality. It is no longer a 
case of trying to forecast when 
the recession is going to end.” 

Earnings per share rose from 
O.I4p to 1.42p. The interim divi- 
dend is held at L5p. 


DIVIDENDS ANNOUNCED 



Dividends shown pence per share net except where otherwise stated. 
tOn Increased capital. §USM stock. ASecond interim making 3.25p~ta 
date. 


| Bankers 
support 
Gerald 
Ronson 

By Maggie Urry 

BANKERS TO Heron, the 
heavily indebted property 
group, who are meeting to dis- 
cuss restructuring proposals 
on Thursday, are happy that 
Mr Gerald Ronson should 
remain as chief executive. 

In many recent cases where 
companies have sought help 
bom their creditors, the banks 
have demanded the departure 
of existing management 
In Heron's case, thongh, Mr 
Ronson is seen as capable of 
handling the controlled dis- 
posal of assets which will be 
recommended to the group’s 
creditors as the best way of 
recouping their loans. The 
group owes about £1.4bu to its 
banks and bondholders. 

However, since the restruct- 
uring Is expected to involve a 
large element of debt being 
swapped into equity, substan- 
tially cutting the proportion of 
the equity controlled by the 
Ronson family and its charita- 
ble trusts. Mr Ronson is con- 
sidered likely to give np the 
chair. An external non-execu- 
tive chairman is expected to be 
appointed. 

Jupiter Tyndall 
appointments to 
CST board 

By Angus Foster 

Jupiter Tyndall yesterday won 
its argument with CST Emerg- 
ing Asia Trust when three 
Jupiter nominees were 
appointed to the board. 

Jupiter, which manages and 
owns 29.9 per cent of CST has 
been locked in a long running 
disagreement with the trust. 
Jupiter sought to replace the 
trust’s board while CST threat- 
ened to sack Jupiter and liqui- 
date the trust 
Yesterday, CSTs resolution 
to wind np the trust failed to 
win shareholders’ support 
As a result Mr John Craig, 
deputy chairman of Jupiter, 
Air Michael Heathcote Aroory, 
managing director, and Mr 
Janies Roe have Joined the 
board. 


Few surprises in Wellcome beauty contest 


Norma Cohen and Maggie Urry on a search for fund managers 


I T HAD to have been one of 
the hottest competitions 
for a fund management 
mandate in same time. Well- 
come Trust, the medical char- 
ity, announced last March it 
was seeking a group of manag- 
ers for its entire £2.75bn invest- 
ment portfolio and would keep 
an open mind about applicants. 

Not only was it the largest 
mandate ever awarded in 
Britain, the portfolio is among 
the most prestigious yet pnt 
out to contract 
The result was that 237 hope- 
ful fund managers announced 
their desire to enter the beauty 
contest, some of them the 
brightest stars of the business. 

The intense competition was 
even more surprising given 
that Wellcome made it clear It 
intended to pay what are 
euphemistically known as com- 
petitive fees for the business. 

Yesterday. Wellcome Trust 
announced the results of its 
search. While some of the win- 
ners would have been obvious 
candidates to any casual 
observer of the industry, the 
list contained several sur- 
prises. 

It was, according to Mr 
Roger Gibbs, chairman of the 
Trust, a fascinating exercise. 

To assist in the task, Well- 
come appointed R Watsons, a 
firm of consulting actuaries 
which frequently advise pen- 
sion funds and investment 
bank J Henry Schroder Wagg. 
The initial exercise cut the list 
to 55 potentials, who, after fur- 
ther investigation, were pared 
down to 20. 

The 20 managers were 
invited to a "beauty parade" at 
the end of September and early 
October. 

"All 20 had something to 
offer." Mr Gibbs said. "It was 
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an extremely difficult deci- 
sion." Of the 20, 15 were 
extremely strong candidates, 
he added. 

The selection criteria speci- 
fied the most recent five year 
investment performance and 
performances stretching back 
as far as could be determined. 
Furthermore, Mr Gibbs said, 
Wellcome was looking for qual- 
ity of management with a view 
to security. 

Mr Gibbs declined to be 
drawn on which firms made 
presentations at the final 
beauty parade. But the short- 
list did include the four manag- 
ers which had originally been 
appointed in 1986: Fleming 
Investment Management Ltd, 
Henderson Pension fund Man- 
agement Ltd, Morgan Grenfell 
Asset Management and James 
Capel, the stockbroker. Flem- 
ing’s corporate finance team 


had also lead managed the sale 
of the Wellcome shares. 

When the eight winners were 
chosen however, two of Wel- 
come's current fund managers, 
James Capel and Morgan Gren- 
fell Asset Management were 
conspicuous by their absence. 

Also absent was the UK larg- 
est and most formidable pen- 
sion fund manager, Mercury 
Asset Management, which is 
believed to have been “disap- 
pointed’’ at its failure to be 
selected. 

As a charity, the Trust had 
not only to choose those advis- 
ers It considered best, but had 
to be seen to be doing so as 
well 

As a consequence, the win- 
ners will have survived one of 
the most rigorous selection 
processes In recent memory. 

The size and prestige of the 
business, and the Trust's chari- 


table status, also appear to 
have enabled the Trustees to 
negotiate remarkably slim 
management charges. Thus, 
the financial gains may be a lot 
slimmer than usual 

Wellcome is believed to be 
paying at or just below the bot- 
tom of the scale for pension 
funds under management at 
0.15 per cent of funds under 
management. 

Pensions consultants said 
that Welloome's list of chosen 
managers in many ways 
reflects a growing trend in the 
industry to shift money to 
“specialist" fund managers 
with a particular style focusing 
on a narrow market segment 

While the selection of Edin- 
burgh-based Baillie Gifford is 
likely to raise eyebrows, pen- 
sion consultants said its repu- 
tation has been quietly grow- 
ing for some time. Acquiring a 


reputation as a retail fund 
manager, Baillie Gifford has 
recently won a number of pen- 
sion fund accounts. 

The firm has won kudos for 
its investment approach that 
instead of assigning fund man- 
agers to individual accounts, 
divides investments up geo* 
graphically. 

Thus, several fund managers 
may be responsible for a single 
account and as the firm shifts 
its view of various markets, 
funds will move about within 
it. 

Newton Investment Manage- 
ment Ltd, winner of a “perfor- 
mance" mandate from Well- 
come, has made its reputation 
as an aggressive investor in 
equities. 

"The key to Newton’s suc- 
cess is that they back their 
convictions to the hilt” said 
one pension fund consultant. 
As a result, the firm has stayed 
with investments other fund 
managers might have aban- 
doned and achieved impressive 
returns. 

Wellcome Trust’s portfolio 
was swollen in the summer 
when it sold some of its shares 
in Wellcome, the drugs com- 
pany. 

The sale added more than 
£2bn to its investment holdings 
which had first been put out to 
fund managers in 1986 when 
the Trust floated the compa- 
ny’s shares. The Trust also 
retains a 40 per cent stake in 
the company, valued at £35bn. 

Apart from the eight fund 
managers chosen, the Trust 
also employs Morgp Stanley 
to run an international fixed 
interest portfolio. Barclays de 
Zoete Wedd Investment Man- 
agement set up a £500m index 
fund when the sale closed at 
the end of July. 


IMC returns to the black | Hostile bid by BBA subsidiary 


INTERNATIONAL Media 
Communications, the 
USM-quoted group which takes 
in Alpine Soft Drinks, the Sky- 
view in-flight entertainment 
system and the marketing of 
video tapes, posted pre-tax 
profits of £378,000 for the 12 
months to April 30 - its first 
profitable year since 1985. 

The outcome, achieved on 
turnover of £3-22m (£845500), 
compared with losses of 


£715500 last time. Earnings per 
share emerged at 0.l8p (losses 
of 0.42p). 

Mr David Cicurel, chairman, 
said that following good prog- 
ress at Alpine, which was pur- 
chased in January and made a 
four-month contribution, the 
group was seeking an acquisi- 
tion in the consumer products 
field. The dispute with the ven- 
dor of Alpine could be settled 
“within the month” he added. 


By Roland Rudd 

BBA. the component maker for 
automotive, aviation and 
industrial markets, yesterday 
announced that Pacific BBA, 
its Australian subsidiary, had 
made a hostile A$86m (£39m) 
bid for Siddons Ramset, a 
diversified manufacturing 
group. 

The offer comprises A$42m 


cash and the issue of 18m new 
shares in Pacific BBA. There is 
also a full share alternative. 

BBA is hoping that the offer 
will be accepted in respect of 
705 per cent or more of the 
shares which would reduce its 
57 per cent stake in Pacific 
BBA to below 50 per cent. 

The UK-based group no lon- 
ger wants to assume the total 
debt of companies in which its 


Australian subsidiary has a 51 
per cent stake. 

Mr Peter Clappison, finance 
director, said: “We are plan- 
ning to reduce our controlling 
stake in Pacific BBA to allow it 
to grow without hindering our 
balance sheet" 

Siddons Ramset, which has 
debt of about £ l2m, made pre- 
tax profits of A$4.3m in the 
year to June 30. - 
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With volumes of over 4 million in the first year, LIFFF/s Italian BTP futures and 
options arc now firmly established us major internationally-traded contracts. 

This remarkable liquidity creates unique opportunities in Europe's largest 

government bond market. 

Not only can you now hedge this highly volatile market very effectively. 

You can also exploit a wide range of trading opportunities, both in the Italian 
market itself and by “Bond Spreading” across LlKKE’a other five international bond 
contracts. 

For more information on how BTP futures and options ran help you maximise 
financial performance, contact any LIKKK member or Business Development Eurojic 
at the address below. 
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Invesco in 
landmark 
cash pay-out 


By Norma Cohort, 

Investments Correspondent 

INVESCO MIM’s agreement 
yesterday -to pay £9. 5m cash 
compensation to investors in 
Drayton Consolidated Trust 
marks the first time a fund 
manager has compensated 
shareholders of an investment 
trust under its control. 

The move follows months of 
bargaining between aggrieved 
shareholders who have 
watched the value of the trust 
and Invesco MIM plummet in 
recent years. 

The affairs of Drayton have 
focused attention on the rela- 
tionship between investment 
trust company boards and the 
investment managers which 
invest their funds. 

The Association of Invest- 
ment Trust Companies, the 
industry trade association. Is 
discussing a code of best prac- 
tice for boards. 

Issues under discussion 
include the extent to which 
fund managers should be rep- 
resented on an investment 
trust's board, the role of non- 
executive directors and 
whether trusts should bear the 
name of the fund manager in 
their title. 

The lessons of Drayton have 
been expensive for Invesco 
MIM. Its chief executive. Lord 
Stevens, who was also the 
chairman of Drayton, was 
forced to resign, partly due to 
the affair. 

Invesco itself has taken write 
downs of more than £22m in 
costs associated with the 
investment trust. 

As part of a complex settle- 
ment announced yesterday, the 
£9.5m will be raised through a 
£6.5m cash payment from 
Invesco MIM to Drayton and a 
sale to Invesco of two 
unquoted investments with a 
book value of £6 .2m for £9 .2m. 

Invesco will also buy a por- 
tion of Drayton's investment in 
unquoted Oak Industries via a 
deferred loan note for $2m, 
maturing in two years. 

The settlement, giving share- 
holders 85p cash per share, will 
also create a new investment 
trust, Second Consolidated, 
with net asset value of I58p per 


share. 

Mr Hamish Buchan, invest- 
ment trust company analyst at 
County NatWest Wood Mac- 
kenzie, said that without the 
package, Drayton, whose 
shares once had a net asset 
value of over 400p, would have 
had a net asset value of 26p per 
share. 

At the heart of the share- 
holder’s compensation claim 
lies a £43 m investment in Alma 
Holdings, once Scotland's larg- 
est confectioner. 

Investment trusts lose cer- 
tain tax advantages when 
investments in a single com- 
pany exceed 15 per cent. 

While Drayton's initial 
investment in Alma was £3m, 
equal to a 14 per cent stake, it 
rose to 97.2 per cent as more 
loans were extended to bail the 
confectioner out of financial 
difficulties. 

The accounts of Drayton, 
however, never fully displayed 
the potential exposure to 
Alma. It was only when the 
confectioner collapsed in early 
1992 that the scale of the loss 
became obvious. 

Indeed, according to Dray- 
ton's advisors, further funds 
were being extended to Alma 
even as existing loans were 
being written down. 

~The directors did not feel 
they were fully informed at the 
time,” said Mr Nicholas Cob- 
bald, a director at Drayton 
Consolidated. 

“They should have been 
informed and that was why 
there was a settlement,” 

Mr Cobbald said that even 
the directors were unaware of 
the decisions of Invesco MIM in 
regard to Alma and other 
investments in the Drayton 
portfolio. 

The £9.5m compensation pay- 
out reflects months of bargain- 
ing between Invesco MIM and 
Drayton shareholders. 

Invesco MIM wifi be retained 
as a junior manager to Second 
Consolidated, while Foreign 
and Colonial Ventures, a ven- 
ture capital specialist, will be 
the senior manager. Invesco is 
being asked to stay on partly 
because of its familiarity with 
existing investments. 

See Lex 


Aiming to shake the shabby out of Habitat 

Lucia van der Post on the history and future of a sixties trendsetter which lost its way in the eighties 


N obody who grew up 

in the post-Habitat era 
can possibly imagine 
what it was like to try to fur- 
nish a house before the youth- 
ful Terence Conran opened his 
very first Habitat store in Ful- 
ham Road, London in the daz- 
zling spring of 1964. 

If middle-class Britain had a 
furnishing style in those post- 
war years, it was either 
hand-me-down Brideshead or 
department store repro. 

In the late eighties it became 
fashionable to mock it, to make 
jolly little jokes about SbaWtat, 
and to avow one never went 
near the place. 

But its arrival marked a 
turning point in the tastes and 
life-styles of the middle-classes. 
For the first time there was 
somewhere where they could 
go where nothing jarred, where 
the salad bowls were perfectly 
turned, the casseroles were 
authentic peasant ware from 
Provence, and where even the 
wooden spoons seemed to 
evoke a simpler, better, more 
sun-filled way of life. 

Sir Terence's peculiar talent 
was for turning his own tastes 
and life-style, his nostalgia for 
French rustic life, into a highly 
commercial operation so that 
middle-class urban dwellers in 
Islington and Chelsea came to 
fill their homes with chicken 
bricks and tazigines, with pale 
pine tables and petits pots it la 
creme. 

The single store blossomed 
into a chain, the chain pros- 
pered but, as Ian Renwick, 
head of corporate communica- 
tions at Habitat, puts it "Three 
years ago we fell off a preci- 
pice.” Profits plunged leading 
to losses of £R8m in 1989 and 
£11.9m in 1990. Somewhere 
along the road the dream had 
gone wrong. 



What a difference 35 years makes; Sir Terence Conran (left) in 1990 in Habitat’s shop in Fulham Road. London and with Shirley Conran In 1955 


In recent months it has been 
no secret that Storehouse, the 
parent company, had been 
looking for a buyer. Now we 
know that Stichting Ingka 
Foundation, the trust started 
by Ingvar Kamprad, founder of 
Ikea, the Swedish famishing 
rhflin, has bought it. 

At Habitat headquarters the 
mood is buoyant 

“We can now get on with 
r unnin g the business, 1 * says 
Vittorio Radice, recently 
installed as managing director, 
after two years with the group 
first as merchandise manager 
and then as buying director. 
“Without any politics, with no 
looking at short-term profit 
The Foundation sees the future 
of Habitat very much as we do 
and is prepared to invest in the 
future. 

The Foundation sees Habi- 
tat and Ikea as two completely 
separate brands and we will be 


run quite separately from Ikea. 
Whereas Ikea goes in for 
200.000 sq ft self-service style 
stores, eventually 1 want all 
our stores to revert to being 
smaller, fully serviced stores 
with high quality sales staff.” 

Out has gone the mail order 
(too down-market), out the 
polyester bedlinen (nothing bat 
100% cotton bedlinen from now 
on), out the melamine and tbe 
self-assembly furniture 
(“unless a piece of furniture is 
born to be self-assembly”). 

“Already," says Mr Radice, 
“we have turned the corner. 
Sometime around May last 
year it seemed to happen." 

He waves yesterday's figures 
jubilantly. “Just look at this - 
yesterday we were 26 per cent 
ahead of the same Sunday last 
year whilst for the whole week 
we are 7.4 per cent ahead of the 
equivalent week last year. Hab- 
itat is in line to return 


to profit" 

Quite why and how the 
chant lost its way, or more 
accurately, foiled to evolve, is a 
matter of some dispute. 

Mr Radice is in no doubt 
“Habitat today could be the 
best home furnishings chain in 
the world if the original con- 
cept hadn’t been murdered. 
When Terence Conran first 
opened stores they were in 
beautiful buildings - a 
restored church in Tunbridge 
Wells, a 1920s cinema in Lon- 
don’s King’s Road, a grand 
hotel in Bristol, an old Spitfire 
factory in Manchester - all 
these were wonderful, individ- 
ual, special to their towns. 

“Then they started opening 
in huge sheds in edge of town 
sites, next door to B&Q, MFL 
Do-It-AlL They even opened 
seven Habitat stores in BhS. 
All this diluted the image, took 
it down-market. I think that 


Onerous disposal problem for Storehouse 


By John Thornhill 

STICHTING Ingka Foundation, 
Habitat’s purchaser, may be a 
charitable institution bat it Is 
certainly no slouch when it 
comes to tough talking. 

Although the purchase price 
of £78m - including repay- 
ment of £2 4m of inter-com- 
pany debt - was £7m above 
Habitat's net book value, SIF 
succeeded In leaving Store- 
house with some onerous 
responsibilities for disposing 
of unwanted properties. 


Storehouse is taking an 
extraordinary provision of 
£5m to cover the cost of clos- 
ing an unspecified number of 
Habitat stores should Habitat 
subsequently decide it does 
not want to trade from them 
or chooses to relocate else- 
where. This also includes some 
sites which have already 
ceased trading. 

Mr David Simons, finance 
director, said It might take up 
to two years to dispose of 
these properties although he 
emphasised that the £5m pro- 
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Lloyds Bank 
Mortgage Rate 

With effect from 30 November 1992 
che following rate of interest will apply; 


PER ANNUM 


APR 


Lloyds Bank Mortgage Rate* and 
Lloyds Bank Black Horse Mortgage Rate 


9.30% 


9^ 


(With effect from 30 October 1992 until 29 November 1992 
the rate wOJ be 9.99% pa. 10.6% APR). 

‘Formerly called Home Loan Rate. 
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Lloyds Bank Pic, 71 Lombard Street, London EC3P 3BS. 


vision was a conservative esti- 
mate that reflected the maxi- 
mum potential liability. 

Separately. Storehouse has 
also agreed to retain the free- 
hold and leasehold Interests of 
several other properties which 
have a book value of £14m. 
Storehouse will continue to 
receive rental income from the 
tenants until it can dispose of 
these properties to Institu- 
tional investors. 

“One of the bits of baggage 
that Habitat has been carrying 
around has been that quite a 


NEWS DIGEST 


Wiggins 
losses at 
£9.21m 

SHARP INCREASES in losses 
were reported by Wiggins 
Group, the commercial and res- 
idential property developer 
which survived the collapse of 
its Docklands development at 
the cost of virtually all its 
working capital, for the year to 
March 31 1992. 

At the pre-tax level losses 
escalated from £2.54m to 
£&2lm. The figure was struck 
after exceptional losses of 
£6.07m (£914,000) including £6m 
from the south western house- 
building subsidiary. 

Negotiations may shortly be 
concluded for the disposal of 
the south western company 
which will have the effect of 
cutting the net asset deficiency 
by £3mto £7m. 

Turnover was lower at 
£7 .98m (£ll.5m). Losses per 
share amounted to 77,9p, com- 
pared with I5.7p. 

Mr Stephen Hayklan, chair- 
man, said that following the 
placing of the Midland house- 
building subsidiaries into 
receivership the company’s 
activities were restricted to 
modest housebuilding manage- 
ment projects and the promo- 
tion of the joint venture Rent 
International Business Park. 

The group continued to trade 
even at its current level, only 
with the support of its b anks 
and creditors. 

The directors are no longer 
drawing any salary and Mr 
Hayklan has drawn none since 
August 1991. 

Dumas turns to 
earlier plan 

The planned reconstruction of 
Dumas Group, involving the 
acquisition of a substantial pri- 
vate company, has fallen 
through. The importer and dis- 
tributor of speciality foods has 
therefore re-activated earlier 
discussions under which a 
group of private investors 
would take part in a financial 
and managerial reorganisation. 

A basis has been agreed for 
recommending proposals to 
shareholders of the 
USM-quoted company and a 
circular is expected shortly. 

jfo its last reported results for 
the six months to July 31 1991 
the company reported pre-tax 


losses of £162,000 on turnover 
of £3.5ftn. 

Torday & Carlisle 
to restructure 

Directors of Torday & Carlisle, 
which has interests in diesel 
engines, marine industrial 
components and commercial 
signs, is withdrawing Oldham 
Signs from sale. 

They said a number of offers 
had been received but it was 
not possible to conclude a 
transaction which they 
believed to be in the best inter- 
ests of shareholders. They have 
decided on a restructuring of 
the business. 

Higher charges push 
Palma deeper in red 

Increased interest payable and 
exceptional charges related to 
the carrying costs of leasehold 
properties pushed Palma 
Group, the Leicester-based 
knitwear company, further 
into the red in the six months 
to July 28. 

At the operating level, prof- 
its improved to £326,000 
(£243,000), but the charge of 
£2X5,000 against the company’s 
former retail chain of seven 
properties and interest payable 
of £516,000 (£423,000) saw the 
pre-tax deficit deepen to 
£405,000 (£180,000). 

Mr Peter Bailey, chairman, 
said that the high level of 
short-term borrowing should 
fall as trading improved. How- 
ever trading since the period- 
end had been “disappointing”. 

Turnover declined to £6.4lm 
(£7A4m) reflecting rationalisa- 
tion of the business. Losses per 
share worked through at 2.12p 
(0J5p). The Interim dividend is 
again passed and there will be 
no final distribution. 

Current reconstruction 
should improve distributable 
reserve, Mr Bailey said. The 
subsidiaries are to be liqui- 
dated with their assets and 
trade passing to the parent 
company. 

Geared Income net 
assets decline 30% 

Geared Income Investment 
Trust had a Bet asset value of 
68.71p at September 30 - a 
decline of some 30 per cent on 
the 97.55p at the same stage of 
1991. 

The trust, which invests 85 
per cent of its portfolio in 


lot of the stores are in poor 
locations. We conld not expect 
Ikea to take them all on,” said 
Mr Simons. 

Overall, the effect of dispos- 
ing of Habitat and Richards 
will lead to a reduction of 
£20m in shareholders funds 
bat a £100m net cash inflow. 

Mr Simons, who was respon- 
sible for straightening oat the 
group's tangled balance sheet 
has amicably agreed to leave 
next March. He will be suc- 
ceeded by Mr Graham Rider, 
finance director of BhS. 


investment trust income 
shares, saw net revenue 
increase to £865.521 (£796,699) 
over the six months to end-Sep- 
tember, equivalent to earnings 
of 3£3p (3.62p) per share. 

A second interim dividend of 
1.75p makes an unchanged 
3.25p so for this year. 

Automotive Prods 
ahead at £8. 7m 


Automotive Products, the BBA 
Group offshoot, reported pre- 
tax profits ahead at £8.7m 
against £3m, for the first half 
of 1992. 

Turnover was £146.6m 
(£139.8m). The pre-tax figure 
was struck after an exceptional 
charge of £1.7m relating to 
costs of adjusting the cost 
base. 

Weipac losses more 
than doubled 

Weipac, the DIY and gardening 
hardware and consumer prod- 
ucts group, reported a pre-tax 
loss of of £684.000 for the six 
months to July 31. 

The outcome compared with 
losses of £248,000 last time and 
£305,000 for the full year to 
January 31 1992. 

The latest deficit was struck 
after exceptional charges of, 
£273.000 (£38,000) for reorgani- 
sation and redundancy, and a 
net interest charge of £298,000 
(£361.000). Losses were 0.67p 
(0.79p) per share; turnover rose 
from £4. 65m to £7.73m. 

directors said they were con- 
fident of a satisfactory level of} 
profitability in 1993 if there 
was no further deterioration in 
the economic environment. 
They said any dividend would 
reflect the full year outcome. 


Logistics buy for 
Sidlaw joint venture 

Supplyiink International, the 
oilfield logistics joint venture 
between Dundee-based Sidlawj 
Group and Smit Lloyd of the; 
Netherlands, has paid an 
aggregate £2. 03m for two sup-j 
port services companies. 

The acquisition of Geriach 
Offshore, a Dutch oilfield logis- 
tics service concern, from the 
Royal Nedlloyd Group, will 
complement the recent pur- 
chase of Oilbase Management, 
a Great Yarmouth-based com- 
pany providing specialist logis- 
tics support to oil exploration 
groups. 


was a tremendous mistake. 

“When I arrived I asked 
whom they saw as their compe- 
tition. The Reject Shop, MFI 
and John Lewis 1 was told. I 
knew at once 1 had to do some- 
thing.” 

What Vittorio Radice is 
determined to do it is to win 
back the market it should 
never have lost in the first 
place. 

“We aim to have 50 stores in 
this country, of which 20 will 
be new and another 10 of the 
existing stores will be relo- 
cated. It will be an evolution- 
ary process with, I hope, no 
redundancies. In feet we hope 
to create jobs. 

“I want the stores to be no 
bigger than 10,000 sq ft, small 
enough to retain an individual, 
characterful mood, with each 
store listening closely to the 
needs of its own customers." 

Habitat is. if you like, return- 


ing to its roots, going back, 
after a painful detour, to where 
it all began. Those who remem- 
ber the original Habitat store 
in the Fulham Road, where 
Joseph stands today, remem- 
ber one really terrific shop 
showing wbat It could be like il 
everything was all of a piece, if 
one consistent sure taste lay 
behind It all. 

Times have moved on, tastes 
have changed, but tbe original 
blueprint is still Mr Radlce’s 
guiding tight. “I remember 
when I was with AMC Milan (a 
large Italian furniture buying 
organisation where Mr Radice 
worked for seven years) I used 
to come from Italy just to see 
Habitat because it was the 
retailing phenomenon of its 
time. Then in the mid 1980s 1 
stopped coming. Well, I want 
people tike me to feel they 
have to come and see what 
Habitat is up to again.” 


BOARD MEETINGS 


Tb* following companies have nodded data* 
cl bean} meetings to die Brack Exchange. 
Such meetings are uauaHy held for the pur- 
pose ot considering UMdandr 
Official indications are not available as to 
whether the dividends are Inter! ma or Knals 
end the sub-dhrlstona shown below are 
based mainly on leaf year's tfmetabtea. 

TODAY 

hderlms. Blenheim. Bradford Property Trust. 
British Syphon. Jupiter TyndaU. Wamford In*. 
Phials- BrWport-GunCry, New Frontiers 
Development Trust. PreaMC 


FUTURE DATES 


B lackland Oil - 

Nov. a 

Burttmwood B rower* .. 

Ho*. 5 

Cater Allen 

Ho*. 18 

Chamberlin 9. MIR 

Nov. 1! 

GS tntf 

Nov M 

Powell Outtryn _ 

Nov. K 

Rowe Evans lira ........ 

OCL 39 

Tie Rack 

Nov. 3 

UrOtBd Energy 

oct a 

Whitbread investment - 

Nov. S 



Keystone Investment ... 

Nov. 3 
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CO-OPERATIVE BANK P.L.C. 


(Incorporated In England under the Companies Ad 1948 to 1980) 

£75,000,000 

Subordinated Floating Rate Notes 2000 

Holders of Floating Rate Notes of the above issue 
are hereby notified that for the interest period from 
26th October, 1992 to 26th January, 1993 the 
following Information will apply. 

1 . Rate of Interest: 8%% per annum 

2. Interest Amount payable on Interest 

Payment Date: £102.40 

Per £5,000 nominal or 
£1.023.97 

Per £50,000 nominal 


3. Interest Payment 
Date: 


26th January, 1993 


Agent Bank 

Bank of America International Limited 


Notice to Lombard Depositors 


The following interest rates will apply from 26/1 0/92 


14 DAYS NOTICE 


dapess CS.000 


When tbs balance is 
less than £5,000 

When the balance is 
£5,000 and above 


CROSS % PA 

GROSS CAR <K PA 

4.125 

4.19 

7.50 

7.71 


-{cheque savings accounts s=r,rs;h 


Whan the balance is 
£1,000 - £4,999 

When the balance is 
£5,000 and above 


GROSS % PA 

GROSS CAR % PA 

1.00 

1.00 

4.00 

4.06 


The rttove proes rates asawne no deduction of basro rate Income la* 

The compounded annual ra» (CAR) M achieved if the quartofly nterast credited 
to nor withdrawn. 


(Lombard 

The Complete Franc© Service 


Deposit Accounts 
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Lombard North Central PLC 
lomlKud H satis. 3 Princes* Wny. Rijr.i 
P.H1 VJP rel- 0737 77S,3cil 
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r WOOLWICH 
BUILD ING SO CIETY 

£150,000,000 
Floating Rate Notes 
Due 1995 

In accordance with tbe terms and 
conditio ns of (be Notes, notice is 
hereby given Out for the three 
month merest period from lead 
including) 23rd October 1992 to 
(but excluding) 25th January 1993 
the Notes will carry an interest 
rate of 7.85 per cent, per annum. 
The relevant interest payment 
date will be 25th January 1993. 
The coupon amount per £5,000 
will be £101.08 and per £100,000 
win be £2301.64 payable against 
surrenderor Coupon No: 11. 

Hambros Bank Limited 

Agent Bank j 


^BRITANNIA A 
BUILDING SOCIETY 

£250,000,000 
floating Rate Notes 
Due 1996 

in accordance with the terms nnd 
conditions of the Notes, notice b 
hereby given that for the three 
fnMfn interest period from (and 
including) 26th October 1992, to 

fig £***» 2&h Jan**? 

1593, the Notes will carry a fate 
of interest or g.l pc, Mr 
annum. The relevant interest. 

W««te»wlUhc«ih*3. 

ne? fSPiWi hc T ,pon anwum 
per £10,000 will be £2(W.16 

Hambros Bank Limited 

Agent Bank 
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COMMODITIES AND AGRICULTURE 


Russia may press for better diamond deal 


By Leyte Boulton fn Moscow 

RUSSIA will press for an. 
Improvement in the terms of a 
five-year deal giving South 
Africa's 'Be Beers a virtual 
monopoly on the country's 
sales of rough diamonds-, if an 
Influential Russian parliamen- 
tarian gets his way. 

Mr Leonid Gurevich, who co- 
chairs a state commission 
examining the Russian dia- 
mond industry, has com- 
plained that the agreement 
signed In 1990 by Soviet 
authorities is “not a partner- 
ship”. He said that other dia- 
mond-producing countries 
such as Australia had obtained 
much better terms from De 
Beers, which controls 80 per 
cent of the rough (uncut) dia- 
mond market through its Lon- 
don-based Central Selling 
Organisation. 

Mr Gurevich also rejected 
what he called “blackmail" by 
De Beers, which suggested that 


Russian complaints would only 
damage Russian interests by 
further weakening an already 
depressed diamond market 
He said that at a meeting 
requested by De Beers on 
Thursday evening he had chal- 


lenged Mr Gary Ralfe, the head 
of the CSO, who is also in 
charge of relations with Rus- 
sia. to prove that the relation- 
ship was fair. 

“1 said ‘help me' [prove this]. 
He answered with an attack. 
He said they are thinking 
about whether to renew the 
present agreement. . . I told 
him he was strongly exaggerat- 
ing the losses we would for* if 
the relationship broke down. I 


e xpl ai ned to him that it would 
be a catastrophe for De Beers 
but not for Russia." Mr Gurev- 
ich also said he had received 
from Mr Ralfe media reports 
on the Russian diamond busi- 
ness with a note from him 


claiming that such articles 
were harming the market 
Welcoming the creation of a 
new Russian- Yakutian joint 
stock company as ending inter- 
nal divisions over control of 
Russian diamonds, Mr Ralfe 
said before meeting Mr Gurev- 
ich that he did not expect Rus- 
sia to renegotiate their present 
agreement. 

But Mr Gurevich told a dif- 
ferent story. Despite Mr Ralfe’s 


assertion that Mr Gurevich 

was “not r unnin g the riiamnnrt 

business", the parliamentarian 
said he would press for 
changes before the present 
deal expires in 1995. 

He complained that while 


Australia could sell 15 per cent 
of its diamond exports indepen- 
dently of the CSO, Russia 
could sell only 5 per cent Even 
then, the independent Russian 
sales, intended to test the 
prices fetched by the CSO, 
could only be conducted in 
Moscow. 

Mr Gurevich said: “Can we 
talk seriously about this if 
there is no diamond market in 
Moscow? We want to sell these 


diamonds abroad on the free 
market” 

Almazyuvelirexport, the 
state organisation that handles 
diamond sales and signed the 
agreement with De Beers for 
the now defunct Soviet Union, 
agreed yesterday that there 
was room for improvement 
But Mr Pavel KoviBn. the dep- 
uty director of Almazyuvelirex- 
port, said his organisation 
would press for changes only 
after the agreement expired. 

He also c laim ed that the 
Moscow sales, which were 
attended by buyers from all 
continents, fetched prices rep- 
resentative of the world mar- 
ket 

Although he has no formal 

role In r unning the Russian 
diamond business, Mr Gurev- 
ich is capable of mobilising 
opinion against the present 
arrangements if informal pres- 
sure for a better deal from De 
Beers does not work. 


ASHTON 1 MINING, 40 per cent owner of 
Australia’s big Argyle diamond mine, has 
entered the Lac de Gras diamond hunt in Cana- 
da’s Northwest Territories, writes Robert 
Gibbens in MontreaL It has formed a joint ven- 
ture with a Canadian exploration company and 
has shipped four tonnes of mineral samples to 


Its laboratories for testing. 

So far Australia’s Broken Hill Proprietary, 
the UK’s RTZ (through Kennecott, its US sub- 
sidiary) and De Beers of South Africa have been 
the only prominent International companies 
known to be active in the hunt. Altogether 5.2m 
hectares (13m acres) have been staked. 


Caught m a game of snakes and ladders 

Sterling’s devaluation has reinjected an element of uncertainty into farm economics 


T HE GOOD news for Brit- 
ish farmers is that since 
the devaluation of ster- 
ling last month guaranteed 
prices for some European Com- 
munity-supported farm com- 
modities have risen. The bad 
news is that many of the pro- 
duction costs of those same 
commodities have also gone up 
as a direct result of the devalu- 
ation. Sadly the snakes that 
will add to costs are rather lon- 
ger and larger than the modest 
ladders which have increased 
prices. 

While sterling was in the 
exchange rate mechanism and 
its value was locked within a 
narrow band, EC price guaran- 
tees for the UK farmers were 
relatively stable. Notorious 
“monetary compensatory 
amounts” - payments to com- 
pensate for differences in value 
.between real pounds and 
so-called green pounds in 
cross-border, intra-community 
trade - had almost disap- 
peared. 

However, since the pound 
was suspended from the ERM 
it has fallen against the 
D-Mark by well over 20 per 
cent and against .most other 
European currencies by almost 
as much. . ■ . -.-i :• : • .- ' 

Farm prices are" calculated in 
European currency units 
(Ecus) and MCAs were intro- 
duced to inhibit opportunistic 
exports from one member state 
to another in order to cash in 
on currency fluctuations and 
to reflect differences in produc- 
tion costs. 

But the actual levels of 
MCAs, set on a weekly basis, 
are subject to political decision 
as well as currency value. As 


FARMER’S VIEWPOINT 



By David Richardson 


sterling has fallen, MCAs have 
lagged b ehind the face value of 
sterling decline. 

A further complication - for 
instance with cereals, the key 
commodity - is that the inter- 
vention system, under which 
surplus stock is bought and 
stored until it Is needed, 
domestically or for export, does 
not begin these days until 
November 1. So, although the 
official “green pound gap” for 
cereals has risen from almost 
nothing to 11.7 per cent since 
sterling was suspended from 
the ERM the spot price for 
October delivery feed wheat, 
for instance, has gone up by 
only £8 to £116 a tonne, with 
prices for the supported 
NoyqmJbet jqsition' £7 to £8 
higher' " 

This is a welcome and unex- 
pected bonus for farmers with 
the appropriate commodities to 
sell, because the benefits have 
not been restricted to cereals. 

Sugar beet, for instance, 
which is being harvested now, 
will be worth a few pounds a 
tonne more than anticipated. 
Finished lamb prices, which 
normally decline in the 
autumn, rose for a week or two 


- although French buyers, 
who take most UK lamb 
exports, soon got together to 
force the price down again. But 
beef cattle - which should, 
according to the increased face 
value of the guaranteed price, 
have made more money - 
foiled to respond. 

The EC single market, which 
is scheduled to come into oper- 
ation at the beginning of 1993, 
is supposed to abolish MCAs 
altogether. It was originally 
expected that all community 
currencies would, by then, be 
stable within the ERM and 
that there would be no further 
need for measures to equalise 
form prices. 

But with sterling still float- 
ing, mainly downwards, some 
traders say that in order to 
provide UK formers with guar- 
antees of equal value to those 
across the channel, the inter- 
vention price of feed wheat for 
example, might have to be 
raised as high as £140 per 
tonne. 

I t is almost inconceivable 
that this will be allowed to 
happen. Quite apart from 
giving a confusing and entirely 
inappropriate signal to UK 
grain growers (who are still 
smarting over the introduction 
of acreage set-aside to cut pro- 
duction by 15 per cent), such a 
price rise would add unaccept- 
ably to the costs of producing 
livestock, which consume 
much of the grain. In all the 
chaos of recent weeks, how- 
ever, nobody really knows 
what will happen. All that is 
clear is that while sterling 
remains outside the ERM pric- 
ing farm products will be a 


game of chance. 

Moreover, specialist live- 
stock formers who buy grain 
but do not produce it are 
already having to pay substan- 
tially more for animal feed. 
Standard rations for pigs, for 
Instance, went up by about £5 
a tonne immediately after 
devaluation, not only because 
of the effect on home-grown 
grain but also because most of 
the protein in the form of soya- 
bean meal and fishmeal has to 
be imported. Further substan- 
tial monthly increases are 
expected while the present 
uncertainty lasts. 

The UK imports many other 
requisites for the production of 
crops and livestock. Many crop 
protection chemicals and ani- 
mal health products are sup- 
plied from continental coun- 
tries as well as the US and the 
costs of these will inevitably 
rise in line with sterling's 
devaluation. In most cases this 
will amount to considerably 
more than will be compensated 
by MCAs and the EC's system 
of green money. As already 
explained these are in any case 
scheduled to disappear in two 
months. 

Farm machinery will be sim- 
ilarly affected. The UK's- 
machinery manufacturing 
capability has been allowed to 
run down in recent years and 
the country now imports about 
60 per cent of the tractors and 
70 per cent of the form imple- 
ments it needs. Again, many of 
these come from Germany, 
with some from France, Italy, 
Denmark and the Netherlands, 
among others. Very soon the 
effects of sterling’s devaluation 
will be seen in the prices of 


such machines. 

In the meantime, a small 
window of opportunity has 
appeared for the relatively few 
formers fortunate enough to be 
selling products such as grain 
at prices higher than budgeted 

Some farm machinery 
Importers refused to trust the 
long-term value of sterling and 
purchased foreign currencies 
forward before that fateful 
hnn g y -j ump in g performance in 
September. Now they are pass- 
ing on that currency advantage 
to those formers with money to 
spend. 

It may seem strange to out- 
siders but such is the competi- 
tion in the over-supplied farm 
machinery business and so 
thin have been sales in the last 
few years that importers and 
dealers feel they have no alter- 
native. Undoubtedly they also 
hope that by cashing in on the 
temporary advantage of having 
“cheap” money they will help 
push competitors who did not 
have the foresight or the cash 
flow to plan ahead into bank- 
ruptcy. 

But when that forward-pur- 
chased money is used up the 
whole of UK agriculture will 
face the full effects of the ster- 
ling devaluation. Full compen- 
sation through any future EC 
system is a pipe dream. And 
prospects for the kind of 
national top-up that formers in 
several other EC countries 
receive, quite legally under the 
terms of common agricultural 
policy reform, look bleak 
against planned treasury cuts. 

The recession that has 
affected British formers for at 
least the last seven years 
seems set to continue. 


Statoil halts 
propylene 
production 
at Antwerp 

By Karan Fossil in Oslo 

STATOIL. the Norwegian state 
oil company, said yesterday 
that it will close Us Antwerp 
propylene plant until the end 
of the year, but warned of a 
future closure unless market 
conditions improved. 

Statoil owns the plant 
jointly with Himont of Italy in 
a venture called North Sea Pet- 
rochemicals. Staton’s share of 
investment In the facility was 
NKrl.lbn (£ll0m), of which 60 
per cent covered the propylene 
plant. The petrochemicals 
complex, which came on 
stream last year, also com- 
prises a polypropylene plant, 
which wfll remain in opera- 
tion. 

Difficult market conditions 
prompted the temporary clo- 
sure. “Recession and surplus 
capacity are pushing prices for 
plastic raw materials like pro- 
pylene down to the lowest lev- 
els ever seen. At the same time 
feedstock prices for propane 
are rising,” Statoil explained. 

The propylene facility has 
animal production capacity of 
400,000 tonnes and the poly- 
propylene facility has an 
180,000-tonne capacity. The 
two-month closure will result 
in a loss of 30,000 to 40,000 
tonnes of propylene. 

After overcoming a number 
of technical problems, the 
facility resumed normal pro- 
duction in August at 60 to 70 
per cent of capacity. 

Statoil said propylene prices 
had fallen to between DM400 
and DM450 (£162 and £182) a 
tonne in the fourth quarter 
from DM800-DM650 last year 
while in recent weeks feed- 
stock prices have risen rose to 
$1954205 a tonne from $180. 

In the first half or this year 
Sta toil’s petrochemicals divi- 
sion plunged into a loss of 
NKrl72m from a profit of 
NKrlOOm in the same period 
last year. The company, due to 
report third-quarter figures in 
the next couple of days, 
warned of a deepening in 
losses by the division. 


CORRECTION 


Indian aluminium 

IT WAS stated on this page on 
October 15 that National Alu- 
minium Company was the 
only Indian aluminium pro- 
ducer to have its brand recog- 
nised by the London Metal 
.Exchange, hi fact, Bahrat Alu- 
minium Company, Indian Alu- 
minium Company, Hindalco 
and Aluminium Corporation of 
India all have brands regis- 
tered as “good delivery" 
against LME contracts. 


WORLD COMMODITIES PRICES 


Aluminium upturn 
forecast for 1995 


By Kenneth Gooding, 

Mining Correspondent 

ALUMINIUM companies will 
have to wait until early 1995 
before the metal’s price recov- 
ers to a level they would 
regard as reasonable, suggests 
the Anthony Bird Associates 
consultancy in its latest mar- 
ket analysis. 

it predicts that, at present 
exchange rates, aluminium 
will average 58.7 cents a lb 
($1,294 a tonne) this year and 
57.8 cents next year before 
showing a modest recovery to 
62.7 cents in 1994. 

Bird estimates that the 
Industry's average production 
costs today are 54 cents a lb 
but “the relative position of 
the high-cost European smelt- 
ers has continued to worsen, 


largely as a result of exchange 
rate changes. The cost position 
of the European industry is 
now becoming very unpleasant 
indeed.” 

Further production cuts 
among European aluminium 
smelters can be expected. Bird 
suggests, and smelters in the 
Commonwealth of Independent 
States are too inefficient to 
continue exporting to the west 
at the present pace. 

However, excess stocks of 
aluminium in the west will 
remain high for some time and 
Bird does not expect supply 
and demand tD be in balance 
until early 1995. 

Aluminium Analysis, quarterly, 
£505 a year from Bird Associ- 
ates, 193 Richmond Road, King- 
sum upon Thames, Surrey, KT2 
5DO. UK. 


‘Green’ law study planned 


By Kenneth Gooding, 

Mining Correspondent 

COOPERS & Lybrand, the 
accountancy firm, and the Met- 
als & Minerals Research Ser- 
vices consultancy organisation, 
have set up a joint venture to 
monitor all aspects of environ- 
mental laws worldwide to 
assess the impact on copper, 
lead and zinc production. 

The venture springs from a 
comprehensive review by 
MMRS completed in July this 
year which examined 700 
pieces of legislation and came 
to the unsettling conclusion 
that the three base metals 


industries would have to find 
at least US$6bn to comply with 
existing environmental laws. 

Mr Normand Champigny, of 
Coopers’ Toronto office, said 
his firm would use its network 
of 700 offices in 112 countries 
to collect, collate and enter 
into a database all environ- 
mental laws affecting base 
metals production. Mr Simon 
Hobson of MMRS said his 
group would analyse these and 
forecast their impact on metals 
producers and markets. The 
partners expect to release their 
report in July next year and it 
will subsequently be updated 
quarterly. 


NY exchange cuts gold 
and silver trading costs 

By Laurie Morse In Chicago The exchange's requirement 


THE UP-FRONT cost of trading 
precious metals futures on the 
New York Commodity 
Exchange (Comex) has fallen 
for the second time this month, 
making it even cheaper to 
trade those contracts. 

Comex yesterday lowered the 
minimum margin, or good- 
foith deposit, that it requires 
customers to put down to trade 
futures on gold, silver, plati- 
num, palladium, and copper. 
The smaller deposit require- 
ments reflect flat price action 
in those contracts in recent 
months. 

Most US futures exchanges, 
including Comex, calculate 
margins on a formula linked to 
a commodity's price volatility. 
An exchange official explained 
that, despite recent weakness 
in precious metals prices, 
long-term price movement in 
these contracts, particularly in 
silver futures, has held narrow 
ranges. Comex last lowered 
margins on October 14. 


for a small customer to trade 
one gold futures contract fen 
to $931 yesterday, compared 
with $1,064 two weeks ago and 
about $1,300 a year ago. The 
silver margin fell to $665 a con- 
tract, from $798 two weeks ago 
and about $1,064 a year ago. 

So for this year volume in 
the Comex' s precious metals 
pits Is below the 1991 level and 
sharply below the 1990 turn- 
over, which included the tur- 
moil linked to the Gulf war. J 

In the first nine months of 
1992, Comex silver volume 
dropped to 2.4m contracts, 
from &3m in the same period 
in 1991. Comex gold volume, 
while gaining in September, is 
also down, at 4£m contracts in 
the first nine months, com- 
pared with 5m last year. 

Precious metals prices are in 
an extended slump, partly 
because of the deflationary 
aspects of the world economy, 
analysts say, and more 
recently because of -sizeable 
sales by producers. 


LONDON MKTAL EXCHANGE 

(Prices supplied by Amalgamated Metal Trading) 

Close 

Previous 

High/Low 

AM Official 

Kerb cfose 

Open Interest 

Atentnhn, #UK parity (* per tonne) 



Total dairy turnover 48.104 lots 

Cash 1166-5 

1161-2 


1162-3 



3 months 118GML5 

1185-6 

1191/1166 

1186-7 

1188-9 

173528 lots 

Copper, (trade A (C per tonne) 



Total dally turnover 23,693 tots 

Cash 1405.5-6.5 

1382-4 

W07 

1406-65 



3 months 1434-4.5 

1400-10 

1440/1432 

1434-45 

1433545 

143JS5 tots 

Lead (2 per tonne) 




Total dally turnover 5573 tots 

Cash 324-8 

324-4.6 


327-75 



3 months 337-8 

338-6-5 

34tV337_5 

33945 

33645 

24511 lots 

NBctal (S per tome) 




Total dauy turnover 8558 lots 

Cash 6100-10 

612040 

6084/8082 

606541 



3 months 61806 

6200-10 

eiss/Biao 

6168-70 

81805 

31538 lota 

Tin (3 per tonnaj 




Total dally turnover 1,823 lots 

Cash 5835-15 

5675-60 

5B20 

5810-20 



3 months 56954300 

5330-6 

5350/6880 

987060 

8898-900 

10598 tom 

Zinc, Special Mgh Grade (5 per tonne) 



Total dally turnover 14,481 lots 

Cash 1110-1? 

1106-10 


1107-8 . 



3 month* 1120-30 

1126-8 

1137/11265 

1127-8 

1136-7 

68589 tots 

LME Ctoatng OS rate: 






SPOT: 1.5870 

3 months; 1.5700 

6 months; 15612 

B months; 15539 


MARKET REPORT 

THE GOLD price fell to the 
lowest level for several weeks 
yesterday as the bullion market 
came under pressure from 
European selling, particularly 
German and UK. But support 
held at just above $341 a troy 
ounce. Some traders suggested 
that gold might trade down to 
$340 an ounce without 
uncovering stop-loss selling 
orders. London Metal Exchange 
base metals prices mostly held 
steady during the afternoon. 
ZINC traded quietly in a narrow 
range for most of the day, but 
short covering was triggered 
when some buying pushed the 


London Markets 


SPOT MARKETS 

Crude ofl (per barrel FOB)(Dec) 

+ or - 

Dubai 

SI 750-7. 70u -0-25 

Brent Blond (dated) 

S19.65-9 75 

4150 

Brent Brand (Dec) 

S195545S 

4)55 

W.T 1 (1 pm esi) 

S21.15-1.20u -.175 

Oil products 



(NINE prompt delivery per tonne CIF 




+ or - 

Premium Gasoline 

S215-21B 

+ 1 

Gas Oil 

31B1-193 

>2.5 

Heavy Fuel OU 

SIM- 106 


Naphtha 

5194-196 


Patrolman Argus Estimates 


Other 


+ or- 

Gold (par boy azl4> 

S341.CS 

-2.0 

Silver (per troy az)+ 

3755c 

-44 

Pisilnum (per troy oz) 

53555 

-1.3 

Palladium (por troy oz) 

mis 

4X26 

Copper (US Producer) 

iM.Oc 

4X6 

Lead (US Producer) 

385c 


Tin (Kuala Lumpur marker) 14_30r 


Tin (New York) 

2685C 


Zinc (US Prime Western) 

62.0c 


Cattle (live welghft 

10656p 

+055” 

Sheep (Itvo vwrtghtrt* 

73.54p 

-155- 

Pigs (live welg/utf 

8S.90P 

4X22* 

London dally sugar (raw) 

5226.0W 

-45 

London daily sugar (white) SSfil.Sw 

-2.5 

Tate and Lyle export price C2S2 0 

+2.0 

Barley (English feed) 

E120.Su 


Maize (US No. 3 ysHow) 

£1445 


Wheat (US Dark Northern) 

Unq 


Rubber (D«)V 

61.75p 

+ 14 

Ruober (Jan)V 

6150p 


Rubber (KL RSS No 1 Oct) 222.0m 


Coconut oil (Philippi ncs}S 

5510 Of 


Palm OH (Malayaianfl 

540G4u 

+ 22.5 

Copra (Philippines^ 

5330. 0 


Soyabeans (US) 

C159.0W 

+ 4.0 

Cotton "A‘ index 

52.05c 

4X85 

Wed tops (64a Super) 

4T3p 

+ 4 


E a tonne unless otherwise staled. p-ponce/Wg. 
c-cems/ib. r-ringgii/kg.i-Jan/Mar y-Dec/Jan 
u-Obc w-Oct/Nov. z-Nov. fMeat Commission 
average fatstock prices * change from a week 
ago ^London physical 5CIP Rotterdam ♦ Bul- 
lion market close. m-Malayslan cants/ 
kg.+Sheep prices are now live weight prices. 


three months price above $1,130 
a tonne. The three months 
COPPER price continued to 
fluctuate either side of $2,250 
a tonne with trade buying still 
supporting the market on dips 
but little follow-through evident 
TIN and NICKEL prices sustained 
early falls following news of 
British Steel's production cut, 
but traders said this was a 
"knee-jerk" reaction, and that 
the news would not make much 
long-term impact on the markets 
unless there was a round of 
substabtial European production 
cuts. 

Compiled from Reuters 


SUOAH 

- Loudon FOX 

1$ per tonne) 

Raw 

dose 

Previous 

Hlgh/Low 

Dec 

193.00 

199.00 

13540 190.00 

Mar 

194.00 

19540 

194.00 19240 

May 

18520 


19440 

mite 

Close 

Previous 

High/Low 

Deo 

25750 

25840 

267.00 258.50 

Mar 

250.00 

258.10 

256.00 25550 

May 

257 70 

25840 

257.00 257.00 

Aug 

283.70 

26440 

26340 26240 

Oct 

252.70 

25440 

25240 25050 

Mar 

256.20 


25540 256.00 

Turnover Raw 86 ( -1 tots of 50 tonnea. 

White 393 (1801) 

Paris- While (FFr per tonne); 

Dec 1340.08 Mar 1361.71 


enUDBOO. - IPC 

S/barrel 

Latest Previous Hlgh/Low 


Dec 

10.92 

19.98 

20.10 1941 

Jan 

19.96 

2041 

2044 1945 

Feb 

1959 

1944 

1950 1353 

Mar 

19.77 

1941 

19.78 19.71 

Apr 

19.65 

19.7! 

19.66 1945 

IPE Index 

20.10 

2027 

20.10 2010 

Turnover 16833 (26332) 


oas ou. - n 


S/tonne 


Close 

Previews 

High/Lew 

Nov 

18075 

19125 

181.00 187.50 

Dec 

190.75 

19340 

19340 168.50 

Jan 

19240 

194.00 

19345 190.50 

Fab 

1B94S 

190.50 

189.75 16025 

Mar 

183.75 

18440 

194.00 16345 

Apr 

179.25 

18000 

17050 179.00 

May 

1764S 

17740 

17025 17000 

Jun 

174.75 

175.76 

174.75 174.75 


Turnover 19331 (224iq lots of 100 lonna 


TEA . 

Thera were 21.241 packages, for the day. 
reports the Tea Brokers' Association. 
Landed Assume were again well supported 
with medium and belter liquoring kinds 
5-1 Op dearer. Bangladesh teas attracted 
improved competition mostly at dearer 
rues. East African* came to a sarong and 
active market particularly lor Pekoe Ousts. 
Price levels advanced by up to 10p. On- 
shore: fair demand with ertouty mediums 
selling readily at dearer rates. The highest 
price realised was 2TZp tor an Assam pt 
Quotations- quality EDDp. good medium 
l«p. medium 135p, tow mpdium 68p. 


COCOA 

- Loudon FOX 

C/tomw 


Close 

Previous 

Hlgh/Low 

Dec 

694 

682 

684 881 

Mar 

715 

708 

720 707 

May 

733 

726 

736 724 

Jul 

750 

745 

753 743 

Sep 

768 

759 

770 769 

Dec 

791 

782 

792 764 

Mar 

815 

807 

817 618 

Sep 

863 

856 

862 858 


Turnover 3832 (8246) tots of 10 tomes 
ICCO indicator prices (SDRs per tonne]. Daily 
price tor Oct 23 747.78 (753.65) 10 day average 
tor Ota 26 735.75 (735.55) 


coma 

1 - London POX 

S/tonne 


Close 

Previous 

Hlgh/Low 

Nov 

878 

886 

883 870 

Jen 

891 

903 

899 888 

Mar 

904 

917 

314 903 

May 

904 

914 

909 90S 


Tumover29B5 (4235) kits O) 5 tomes 
ICO indicator prices (US cents per pound) tor 
Oct 23; Comp- dolly 54.75 (54.78) 15 day average 
StM (52-05) 


POTATOES - London FOX £/toma 



Close 

Previous 

Hlgh/Low 

Apr 

83.5 

605 

634 605 


Turnover 134 (46) tots at 20 tonnes. 


8QVAMEAJL - London FOX C/tonne 

Close Pravtoui HighlLow 

Jun 13&O0 138.00 

Aug 137.70 138JB 137.70 

Turnover 12S (01 lost ol 20 tomes. 


FHDQtfT - London FOX SlO/tndex point 



Owe 

Previous 

Vftgft/Ujw 

Oct 

1120 

U22 

1120 

Nov 

1210 

1210 

1210 

Dee 

1205 

1205 

1205 

Jan 

1230 

1234 

1230 

BFI 

1101 

1093 

1101 


Turnover 22 (134) 


ORAM - London FOX £/tonne 


Wheat 

Close 

Previous 

High/Low 

N6v 

12650 

12S45 

126.90 12650 

Jan 

Tscsn 

129.15 

130.00 12950 

Mar 

132.50 

13240 

13340 13245 

May 

13550 

13440 

13550 136.40 

Bartoy 

Close 

Previous 

High/Low 

Nov 

12350 

12340 

124.00 12350 

Jan 

127.60 

127.50 

12640 12740 

Mar 

13055 

130 75 

13140 13055 

May 

13250 

13240 

13250 


Turnover Wheat 1T9 (305). Barley 132 (25). 
Turnover lots of 100 Tonnes. 


PIOS 

- London FOX 

(Cash Settlement) p/kg 


Close 

Previous High/Low 

Apr 

Wi 

HM.D 

WV 

May 

1045 

105.0 

104.0 


Turnovers (31) tots Of 3,250 kg 


LONDON BULLION MARKST 

(PrLces supplied by N M Rothschild} 


Gold (tray oz) 



S price 

E equivalent 

Close 

341.10-341.40 


Opening 

342.70343.10 


Morning fix 

34140 

215.263 

Afternoon fix 

341.45 

215419 

Day’s high 

342.70-34300 


Day’s low 

34045-341.16 


Loco Ldn Mean Cold Lending Reus (Vs USS) 

1 month 

2.12 Smooths 241- 

2 months 

2.14 13 months 258 

3 months 

321 


Steer Bx 

p/troy OZ 

US cts acpjlv 

Spot 

237.10 

37525 

3 months 

24145 

378.46 

6 months 

W52S 

38140 

12 months 

25245 

4M CC 


QQIfl co m s 



SprtM 

C equivalent 

Krugerrand 
Mapie tea f 

34050-34350 

35150-354.20 

21540-21740 


New Scnmtgn &1 .00-8440 6UKV58JX) 


TRADED OPTIONS 

AtotnMmn (99.7%) 

Calls 


Puts 

Strike price 5 lame Dec 

Mar 

Dec 

Mcr 

1100 

81 

110 

3 

6 

1200 

15 

41 

34 

38 

1300 

3 

10 

120 

103 

Copper (Grade A] 

Calls 


Puts 

2200 

59 

S3 

17 

34 

2300 

13 

42 

70 

81 

2(00 

3 

16 

157 

153 

Co«M 

Nov 

Jan 

Nov 

Jan 

750 

202 

142 

24 

1 

900 

166 

96 

39 

5 

860 

134 

58 

56 

17 

Cecoa 

Dec 

Mar 

Dec 

Mar 

625 

69 

101 

1 

11 

650 

47 

S3 

4 

18 

(st& 

28 

» 

10 

26 

Brent Crada 

Dec 

Jan 

Dec 

Jan 

2000 

17 

47 

26 

49 

2050 

7 

20 

68 

82 

2100 

3 

13 

114 



New York 


GOLD 100 tray ozj S/troy oz. 


Clou 

Previous 

Hlgh/Low 


Oct 

341.1 

3434 

3424 

3405 

Nov 

3414 

3434 

0 

0 

Dec 

341.7 

3444 

342.4 

3414 

Fell 

343.0 

346.5 

343.7 

3424 

Apr 

3445 

3404 

344.8 

344.0 

Jun 

345.9 

3485 

3462 

346.2 

Aug 

347.7 

3505 

0 

0 

Oct 

343.6 

352.1 

0 

0 

Dec 

3614 

364.1 

0 

0 


PLATINUM 50 troy oz: Vtroy oz. 


Cfoao Previous HighlLow 


Oct 

3584 

3695 

3SS.0 

367.0 

Jan 

3544 

3564 

355.0 

3633 


3534 

3544 

3535 

353.0 

Jul 

3534 

3544 

0 

0 

Oct 

3554 

3564 

0 

0 

S8.VER 5,000 tray ox; cents/tray oz. 


Close 

Previous 

Hlgh/Low 


Oct 

374.4 

3764 

3755 

375-5 

Nov 

3744 

3765 

0 

0 

Dec 

375.7 

3785 

3765 

376.0 

Jan 

3774 

3795 

0 

0 

Mar 

379.4 

3S1.9 

3«nn 

378.5 

May 

382.1 

3845 

383J) 

3824 

Jul 

3044 

3872 

3855 

3845 

Sep 

307 J 

390.0 

3884 

380.0 

Dec 

3924 

394.5 

393.0 

3915 

Jan 

3934 

386.0 

0 

0 

HIGH GRADE COPPER 25.000 tea: owKG/lbs 


Close 

Previous 

High/Low 


Oct 

9945 

98.35 

99.25 

98.50 

Nov 

9955 

98.56 

99.46 

98.70 

DSC 

100.10 

99.10 

100.30 

9920 

Jan 

10050 

S95S 

99-90 

90.80 

Feb 

10040 

9045 

10040 

10020 

Mar 

101.10 

100.15 

101.10 

100.35 

Apr 

101.69 

10050 

101.40 

101.40 

May 

10140 

101.05 

101.70 

101.45 


10250 

10150 

10220 

10220 

Jul 

102.60 

101.00 

102.60 

10210 


CRUDE OIL (Light) 42.000 US gain S/barrel 



Latest 

Previous 

Hlgh/Low 


Dec 

2122 

21.19 

2143 

21.05 

Jan 

21.19 

21.15 

21.19 

2144 

Feb 

21.10 

21.00 

21.10 

2048 

Mar 

21.02 

21.00 

2142 

20.90 

Apr 

20.33 

2041 

20.94 

20.80 

May 

2045 


3055 

2072 


30.77 

20.74 

2077 

2055 

Jul 

20.71 

2067 

20.71 

20.66 

Aug 

20.63 

20.60 

20.64 

3054 

Sep 

20.57 

20.54 

2058 

20.46 


HEATING OL 42.000 US galls. conts/US galls 



Latest 

Previous 

Hlgh/Low 


Nov 

6145 

61.80 

8140 

81.20 

Dec 

S240 

52.41 

62.65 

61.90 

Jan 

8345 

6243 

63.10 

0240 

Feb 

6140 

61.02 

62.00 

6145 

Mar 

60.05 

6008 

60.05 

59.65 

Apr 

56.20 

5043 

6845 

53.10 

May 

57.30 

6743 

6740 

5740 

Jun 

5043 

68.43 

0 

0 

Jul 

Mt 

£648 

0 

0 

Aufl 

5940 

66.63 

5650 

5650 

COCOA TO tonnes^/rorwies 


Close 

Previous 

Hlgh/Low 


Dec 

967 

964 

970 

950 

Mar 

1015 

1013 

1018 

1000 

May 

1047 

1045 

1049 

1033 

Jut 

1077 

1075 

107B 

loss 

Sep 

1107 

1105 

0 

0 

Doc 

1143 

1141 

1130 

1130 

Mar 

TIBI 

117B 

0 

0 

May 

1210 

1208 

0 

0 

Jul 

1047 

1045 

0 

0 

Sep 

1256 

1253 

0 

0 

COFFEE *C’ 37400UW; centa/lbs 


Close 

Previous 

Hrgh/Low 


Dec 

65.85 

65.40 

6640 

64 30 

Mar 

6740 

67.10 

6745 

0640 

May 

7073 

70.15 

70.75 

69.00 

Jut 

72.40 

71 50 

72. BO 

71.00 

Sep 

7340 

7245 

7340 

7245 

□ec 

76.15 

75.10 

0 

0 

Mar 

77.00 

7646 

0 

0 


SUGAR WORLD *11* 1 12.000 lbs: cetns/ibs 



Close 

Previous 

Hlgh/Low 


Mar 

844 

8.71 

5.70 

841 

Mey 

670 

840 

840 

8.73 

Jul 

841 

6-63 

843 

8.70 

OM 

a&o 

aes 

Bit? 

a70 

Mar 

6.85 

888 

0 

0 

COTTON 50,000; cants/lbs 


Close 

Previous 

HBgh/Low 


Dec 

51.07 

5264 

5248 

5t:0D 

Mar 

6145 

5345 

52.0a 

5140 

May 

52.70 

5340 

53.63 

5240 

Jul 

53.10 

64.40 

54.40 

52.25 

Oct 

56J25 

5555 

0 

0 

Dec 

56.10 

5810 

56.80 

5540 

Mar 

58.10 

56.60 

0 

0 

ORANGE JUICE 15,000 IbK tenls/lb& 


Close 

Previa us 

Hlgh/Low 


Nov 

99.10 

98.00 

8946 

38 60 

Jan 

9840 

9545 

37.00 

35.50 

Mar 

9640 

96 30 

9850 

9745 

May 

69.20 

9025 

9920 

8845 

Jul 

9845 

9740 

99 00 

9S 50 

Sep 

9340 

99 26 

0 

0 

Nov 

88.70 

97.75 

0 

0 

Jan 

93.70 

97.75 

0 

0 

Mar 

98.70 

97.75 

0 

0 

1 INDICES 




REUTERS (Base: September 18 

931 = 

100) 






Ocl 28 

0« 23 

tenth age yr ago | 


16434 

16374 

15655 

1583.4 

| DOW JONES (Base; Doe. 31 1974 = 

100) 


Oct 23 

Oct 22 

moth ago yr ago | 

Spot 

11347 

114 09 

11744 

11547 

Futures 11504 

11545 

115J9 

12169 


Chicago 


SOYABEANS 5.000 bu min; cents/HMb bushel 



Cl one 

Previous 

Hlgh/Low 


Nov 

541/8 

544/2 

643/8 

541/2 

Jan 

547/2 

548/6 

548/6 

548/0 

Mar 

55312 

564/8 

655/0 

552/0 

May 

560/0 

561/0 

561/4 

550/0 

Jul 

507/0 

568/0 

588/4 

566/0 

Aug 

568/2 

570/0 

571/2 

568/0 

Sep 

568/4 

569/0 

571/0 

669/4 

Nov 

S75/2 

575/2 

57H/4 

573/4 

SOYABEAN Ofl. 60,000 lbs; cents/lb 


Close 

Previous 

Hlgh/Low 


Dec 

19.03 

1909 

19.16 

19J12 

Jan 

1917 

1042 

1940 

19.16 

Mar 

1948 

19.45 

1941 

1948 

May 

1962 

18.69 

19.72 

19.60 

Jul 

1B.62 

19-90 

1942 

1982 

Aug 

1948 

19.97 

20.00 

19. BB 

Sep 

19.B3 

20.03 

0 

0 

Oct 

19.96 

20.08 

0 

0 

SOYABEAN MEAL 100 tons: S/ton 


Close 

Previous 

Htgh/Low 


Dec 

1824 

1834 

183.3 

182.5 

Jan 

183.0 

1630 

1834 

182.6 

Mar 

1B24- 

183.6 

183 4 

182.6 

May 

1828 

183.7 

183.6 

182.6 

Jul 

184.8 

1854 

185.3 

1844 

Aufl 

1854 

185.8 

186.0 

185.0 

Sep 

1865 

186.5 

187.0 

188-3 

Oct 

1874 

188.1 

1874 

1874 

MAIZE 5.000 bu ffln; cun&/56ib bushel 


Close 

Previous 

Hlgh/Low 


Dec 

205/4 

208/6 

206/4 

205/2 

Mar 

215/2 

216/2 

216/0 

215/0 

May 

222/2 

Z23/0 

222/6 

zzara 

Jul 

226/4 

227/2 

227/2 

226/2 

Sep 

230/4 

231/0 

231/2 

230/4 

Dec 

234/0 

234/6 

235/0 

233/B 

Mar 

241/0 

24114 

241/2 

241/0 


WHEAT 5JH0 bu min; cems/KXMMi&hei 


Close Previous Hlgh/Low 


Dec 

344/2 

345/6 

346/4 

343/0 

Mar 

342/6 

344/4 

345/0 

342 a 

May 

331/4 

333/2 

33410 

331/0 

Jul 

312/D 

313/6 

313 12 

311/4 

Sop 

317/0 

318/0 

31B/0 

316/6 

Dec 

327/0 

328/2 

328/2 

326/8 

LIVE CATTLE 40.000 lbs; cents/lbs 


Close 

Previous 

High/Low 


Deo 

74.475 

73.750 

74 550 

73.650 

Feb 

71.776 

71.425 

71.900 

71250 

Apr 

72.300 

72.250 

72.400 

72.200 

Jun 

69325 

6B.2S) 

63.375 

69.150 

Aufl 

67.900 

87.875 

6B100 

67.900 

Oct 

SB 450 

66.200 

60275 

68200 

Dee 

69 000 

0 

0 

0 

UVE HOGS 40JM0 to; COfflSrtCS 


Ctose 

Previous 

Hlgh/Low 


Doc 

43.025 

43.950 

44250 

43.750 

Feb 

42-550 

42.625 

43.075 

42250 

Apr 

40400 

40.125 

40275 

39.950 

Jun 

45.150 

44.975 

45.400 

44250 

Jul 

44.700 

44.500 

44 BOO 

44 500 

Aug 

43550 

43600 

43900 

43.450 

Ocr 

40 700 

40800 

40 750 

40.550 

PORK BELLIES 40.000 lbs; eontallb 


Close 

Previous 

High/Low 


Ft* 

42 600 

42 725 

43400 

42.125 

Mar 

42.625 


43475 

42200 

May 

44.175 

44 550 

44.900 

■a 700 

Jul 

44 800 

44 700 

45000 

44000 

Aug 

43250 

44.200 

44200 

43J00 
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Everyone recognises the Financial Times as Europe's leading 
business newspaper and the first place to turn to for commercial and 
financial information. It, therefore, has a unique and unrivalled 
reputation for understanding the needs of today's business 
co mmuni ty- We have used this knowledge to design a range of superb 
diaries for today's business people - you, your colleagues, suppliers 

and clients. 

Each diary is beautifully made using only the finest materials of 
the very best quality and is made to last in excellent condition 
even when used every day. 


The FT Desk Diary - 
For Vital Information At A Glance 


The FT Desk Diary is on invaluable source 
of reference, as well as an easy-to-use 
business diary. For, in addition to the 
week-tO'View diary section, it includes 
more than 100 pages of useful business 
and travel information drawn from 
authoritative Financial Times sources. 

In the Business Directoryyou will find 
listings of the top 100 international banks, 
the major stock exchanges and the largest 
stock and bond brokers in the world's most 
significant investment markets. There are 
also glossaries which you can refer to 
should you need an explanation of the 
terminology used in the stock market or the 
financial and computer industries. 

The country surveys in the Business 
Travel section are packed with information 
invaluable when travelling overseas: world 
times; visa and currency restrictions; 
climatic conditions and hotels. In alt 76 
international cities axe covered. There are 


city centre maps and. a multilingual 
business vocabulary. 

A 4$ page full colour Worfd Arias is also 
included. 

Then there is the Statistics and 
Analysis section with its share indices 
graphs, weights and measures charts and 

metric conversion tables. 

The Diary section, which is set out in a 
week- to-view format, runs from. November 
26 1992 to January 30 1 994 and contains 
ca l e n dars, planners and inte rn a t io n al 
holidays. There is plenty of room for notes 
each day at the foot of the page. 

Available in a choice of black leather, 
burgundy bonded* leather or blade 
tea thereto th, the FT Desk Diary measures 
267mm x 216mm x30mm and is specially 
bound to lie flat when open. 

Tucked into a pocket inside the back 
cover is a separate Address/Telephone 
Directory. 




The FT Pink Desk Diary - 
Portable and Practical 


With a page-a -day diary section for each 
weekday, the FT Pink Desk Diary runs 
from January 1 1993 to January 2 1994. 

The information pages include a UK 
guide and a guide to the world's major 
business centres. World times are given as 
well as stock exchange details, and there's a 
English, French and German business 
vocabulary. There is a section for 


addressee and telephone numbers at the 
hack of the diary. 

Although it is a desk diary, the FT Pink 
Desk Diary is small and light enough to 
carry around in a briefcase. Bound in 
black bonded* leather, with FT -pink 
pagss, it has been designed to lie flat 
when open. 

Size: I97mmx 229mm x 25mm. 



The FT Pocket 
Diary 

TheFT Pocket Diary has a week- to-view 
diary section, r unning from December 14 
1 992 to January 2 1994. It contains 34 pages 
of business and travel information and 
comeswith a detachable personal telephone 
directory tucked inside its back cover. 

Available in black leather, burgundy 
bonded* teacher or black leatherdoth the FT 
Pocket Diary measures 1 59mm x 86mm x 
I Omm. 

The black leather FT Wallet Diary 
comes with a black banded leather FT 
Packet Diary attached. lined with black 
mou6 silk, the wallet has a pocket for bank 
notes as well as a separate section for jotter 
pages inside its front cover. It measures 
172mm x 96mm x 1 lmm. 


The FT Pink 
Pocket Diary 

As well as havinga landscape, week- 
to-view diary section which runs 
from December 14 1992 to January 
2 1994, the FT Pink Pocket Diary 
contains 34 pages of valuable 
business and travel information all 
printed on FT pink paper and bound 
in black bonded* leather. Tucked 
into a special pocket inside the back 
of the diary is a detachable personal 
telephone directory. 

The FT Pink Pocket Diary measures 
172mmxS9mmx 13mm. 



The FT Slimline 
Pocket Diary 

SKm and stylish with FT- pink pages and a 
black bonded* leather emnfr, thp ft s limline 
Pocket Diary shows two-vreeks-to-view and 
has pages devoted to calendars and year 
planners. It runs from December 28 1992 to 
January 9 1994. 

There are profiles of 1 6 UK dries, 
weights and measures charts, metric 
conversion tables, world times, 
international dialling codes and separate 
sections for notes, addresses and telephone 
numbers. 

Even with all this the FT Slimline 
Pocket Diary measures 1 70mm x 84mm 
x5mm. 


The Chairman's 
Set - 

A Superb Limited 
Edition 

Open the presentation box, and you 
immediately see the quality of the 
limited edition FT Desk Diary and 
matching FT Pocket Diary. 
Beautifully bound in brown teacher 
and bearing gold lettering they 
contain all the information of the FT 
Desk Diary and FT Pocket Diary. . 

Only 1,000 FT Chairman’s Sets 
are produced each year. Each one is 
accompanied by a signed and 
numbered certificate confirming 
this. Not surprisingly the FT 
Chairman's Set is a prestigious and 
sought after business gift We 
suggest chat you place your order 
soon to avoid disappointment. 

Personalisation 

You can personalise your diaries 
by having names or initials gold 
blocked onto them. You can 
choose names of up to 20 
characters or up to 4 initials. 




FT Business Gift Services - 
A Strong Corporate Statement 

There is no better way of promoting your company than to send someone a diary from 

^ hMw nnmt^ltaMf lullmaA flf Fimnriil Tiwi* 
quality and acts as a representative of your company, complementing your corporate 
ima ge and OrMgrhwiiwg the wlatimwliip ynn have with the recipient. 

YOUR COMPANY LOGO, EMBOSSED IN GOLD 
To promote your company all year round, you can have your company logo embossed in 
gold on any diary in the FT Collection. 

NAMES IN GOLD 

Personalise your diaries by having the recipients' names gold blocked cm the covers. 

INCLUDE YOUR OWN CORPORATE INFORMATION 
Fora constant, year-round reminder of your company, you can indudeyour own corporate 
information in any of the diaries chat you airier. Up to 16 aides can be includ e d in the desk 
diaries and up to eight sides in the pocket diaries. 

GIFTS SENT DIRECT TO YOUR CLIENTS, 

WITH YOUR COMPLIMENTS 
We will despatch your diaries foryou and, for no extra 
charge, we will enclose your compliment slips, business 
cards or greeting cards. 

SAMPLES ON REQUEST 
To hefo you choose your diaries, you maywish to see 
samples before purchasing. Please telephone Kate 
Thompson on 07 1-799 2002 or write to us at the address 
on the coupon below. 

The Discounts 

You qualify for discounts when you order a total of 25 or more diaries. 

FT Collection - A Quality Proposition 

What we've shown here is a small sample of the wide range of business accessories in the 
FT Collection, so why not send far the FT Collection catalogue to see far yourself. . 
Contact us now on 071*799 2002 or write to FT Collection, FT Business Information, 
50-64 Broadway, London SW1H 0DB, England. 



ORDER FORM Please complete tee coupon and send it with p ayment m: |arfNo! JOI3WOQott } 

FTCvOecttOfi, FT Bustaeai Infdnnodoo, 50-64 Broadway, London, SW1H QDB. England. 

Narae iWMrgMnMri Pontine 

Coupany i please pbbto 

Address • 



PRODUCT 

cow 

on 

ux 

hktltacp&p 

rodVATI 

on 

EUSOfZ 

Mob 

tacpM 

on 



FTDerftBary, 

14k* leather 

DL 


£7184 


£67.40 


IHS 

■ ■ 

FT Desk Diary, 
bamadyboKHd* tether 

DB 


£46.69 


144 JO 


£48B5 1 


FT Dak Diary, 
bUck kahodatfa 

DC 


£2655 


£26.75 


£30.85 





£31.64 




Mssm 


FT Poem Diary, 
blade leather 

PL 


£14.50 


£L2-55 


£12.85 


FT Pbcfat Diary, 
botgoady bonded* leather 

n 


£1338 


£11.60 


£11.90 


FT Rocket Diary, 
black lrJlhrtdoth 

PC 


f 17.09 


£10.55 


£10.85 



TP 




EELS 


ES£M 


- ^ FB*1 7*: — 1 r’TTM 

SP 









cs 




tmmm. 


mam 


P^TT-T 

IETTE ■ 1 ! ”HI 

n 




£XI0 


£2.10 


L . J 4 . . ' 

llcTtf '•'-..-il* 

n 


£4.41 


£3.75 


£3.75 



ncxscgivc PM* aceua ucpuwxy. 

ladnmd ttue 111 i 1 an aa oaaqtedytmftaiwttiiBn’aaln I mrr munavMfefCBOHfidNl tfauy to 
foamfen l«*fWol ntonl hU«|Mnk aduu nclafaaauaal mkfc 

wtt bebrid bn“ *"i ■>» bend to tap me tabooed (todier FT hn hknfllaavnfeai ad mrb 
mrfby«her«Aqol^MlttTcnni|a [ Ug.fcniii»ll tn lc<t«njo»ev 

HOW TO EMC 

BY CHEQUE; Dawn oci a UK account, made payable to TT Business Intamstam'. 

By TELEPHONE; Credit Card Older line 071*799 2274. 

B7 FAX: Fax ihu order with your credit cad deoils on 071 -799 2268. 


TOTAL 


byiugmdbnefbead. 


Tick method ol payman 

□Cheque □ Muncy Older G Banka Draft □ Access DVija 

□ Arnes 

fapsyDne 

D Mastercard 

Card Number 1 1 M 1. 1 1 1 _L 1 11 1 1 1 II 

nin 

MeadMh^adJwkdBaw ptar «wfrdccuh tepineW- 




JUXaCAKTMi 


□ I jni uMoestaliD lir FT CoUcaim as burucMgdui please send rue demls. 



ni^hkemncmdKnaFrCuBectMai^ 



Sfeuue Dae — . — 


FT Businas Enterprises Ltd. Registered Office Number One, Southwark Bridge London SE! awr 
Registered to England No. 980896. wnoon 5 El 9HL. 
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LONDON STOCK EXCHANGE 


Shares ease as base rate hopes cool 


FT-SE Actuaries Share Indices 


By Tarry Byland, 

UK Stock Market Editor 

HOPES FOR further reductions 
in domestic interest rates were 
put on hold, in the UK stock 
market yesterday, leaving 
shares to drift easier in slug- 
gish trading. A renewed fell in 
sterling, together with an infla- 
tion -warning from the presi- 
dent of the Bundesbank, pro- 
vided a nervous setting for the 
important economic speech to 
be delivered in the City of Lon- 
don on Thursday hy Mr Nor- 
man Lamont, the UK chancel- 
lor of the exchequer; the same 
day also brings the parliamen- 
tary debate on the Maastricht 
proposals and a trading state- 
ment from ICI, still the bell- 
wether of the London stock 
market. 

A weekend featured by grow- 
ing political pressures on the 
UK Conservative government 
of Mr John Major was followed 
by new evidence of the damage 
wrought by the economic 
recession in the UK. British 
Steel disclosed that it is cut- 
ting production by up to one 
fifth in the face of falling 
demand in UK and export mar- 
kets. 

Share prices opened higher 
but the rise was soon reversed 
when it became clear that tech- 
nical pressures in the stock 
index sector had turned nega- 
tive. The FT-SE Index was soon 
13 points off atm! struggling to 


rally. London was keeping a 
wary eye on Wall Street as the 
US market braces itself for the 
Presidential election ami ten- 
sions eased a little after the 
Dow came in almost 
unchanged in UK trading 
hours. 

The final reading showed the 
FT-SE Index at 2.661.6 for a net 
loss on the day of 8-1 points. 
Dealers said that trading had 


been nervous, with investors 
unwilling to see last week's 
gains extended while the cor- 
porate reporting season 
remains so uncertain. 

Seaq volume, slow at first, 
picked up a little as the Decem- 
ber futures contract steadied to 
maintain a good premium. By 
the end of the session. 456.3m 
shares had traded through the 
Seaq network, compared with 


586.3m on Friday. Yesterday’s 
Seaq total was boosted by 
heavy turnover in a few 
shares, including British Steel 
and also Invesco MIM, the 
investment management 
group, where a substantial 
stake changed hands. 

Retail, or customer, business 
was worth £1.4bn on Friday, 
maintaining the increased vol- 
ume of genuine investment 


TRADING VOLUME IN MAJOR STOCKS 


Vnlm OosJag Otfi 
COfi fta ctagi 

WT-. — .. ig 410 ♦? cnniinm __ 

tfMBax* 2400 fllj + % Cato®* _ 7 

Mbay National .. . X00D 327 -a SStt": 

DbnFktK 6300 « *5 tS 

ABM-Lym ... TS KB -i rTlTtfan 

• aB SS Dtura .. 


MgSnWUo 1.4C0 ffi ~i EMfcmBitt 

Algol 34? 3ta ~J Em Mdtond Qkl 

'-OM *0 -S Enc CMni Clays 

80 ™ EfSoforiuorL.. 

An 9ri Foods 241 447 -2 Eintml IMM .. 

An. Bm Pom 7 2M -i na 

BAA 442 7ZJ ~4 Rom 

BATMt. MOO BB2 Port. 

BET VOX W -6 OnAcdta* 

BCC - Si ** Osnsrol 

BOC -872 no -5 nxx, 

MOO 23£ Oimlttl.... 

BPS Ms.. 1SO> 174 43 . , 

BT — <000 371 -S GlMIM 

BT Mm 2700 m -8 

BTR 2.600 408 -4 
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Swdoy* 3300 345 tS 

Sasiii-J^.'S “ *’ IS E Etf ft- 

BbsCfrda 1700 1ST -1 

..24 365 
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MTs Moo Oow 

— 304 503 -2 Unto 

_..2S0 158 -3 LKB3 
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— 2B7- Ml —5 Mmb 

— 344 229 +2 

OB 373 -1 MUSsas£taa .... 

— 427 378 *2 MC 

430 -8 

... U» « -1 

— 07 384 +4 Nad 
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activity that has featured the 
UK equity market since 
Britain’s abrupt departure 
from the ERM network in mid- 
September. 

The market’s performance 
was helped by firmness in the 
International pharmaceutical 
stocks, where prospects are 
believed to be particularly vul- 
nerable to the outcome of the 
US presidential election and to 
federal welfare policy. - 

ICI also provided a good lead 
for equities, in spite of increas- 
ing nervousness ahead of this 
week’s profits statement, 
which will be scanned for news 
on the plans to split the chemi- 
cal monarch into two separate 
groups. 

But the firmness in the US 
dollar did little to help , the 
wider range of multi-national 
stocks which remained oncer- 
tain as traders studied the lat- 
est opinion poll ratings of the 
US presidential candidates, 
which indicated a narrowing in 
the lea d of Democratic gover- 
nor Bill Clinton over President 
Bush. 
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Heavy 
turnover 
in Steel 


PLANS to reduce production 
by 20 per cent, together with a 
warning that worse could fol- 
low, sent shares in British 
Steel tumbling in heavy turn- 
over of 23m, the second biggest 
of the day. The move, the lat- 
est against a bleak background 
for the European industry, 
raised doubts over British 
Steel's dividend prospects. 

Mr Zafar Khan at Strauss 
Tu rnbull said that w hile the 
company had little choice in 
slashing output, the move 
would equate to a loss of 
£100m. He estimates that 
Steel's full-year losses will be 
in the region of £250m, with 
more to come if the company 
makes further production cuts 
in the fourth quarter. 

“This raises a question mark 
over the dividend. The market 
was looking for around 3p, but 
we are now forecasting a half- 
penny, or perhaps even less. 
There is no chance for income 
or capital appreciation for 
investors in the short or 
medium term. British Steel is 
dead money." The shares 
dosed 6% off at 56p. 

Lucas active 

Reports that Mr Tony 
Edwards was quitting as group 
managing director of Lucas 
unsettled the shares in busy 
trading. The boardroom ruc- 
tions at the automotive and 
aerospace group - the finance 
director resigned earlier this 
year - have left analysts ques- 
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tioning the board’s strategy 
and have fuelled speculation 
that a predator might exploit 
the managerial uncertainty. 
However, the shares recovered 
from early falls yesterday to 
dose steady at l07p. 

Me Edwards was seen as the 
architect of the so-called 
“Lucas Plans" to restructure 
the company and his departure- 
raised questions in the market 
as to whether these plans will 
be pursued with the same vig- 
our. “Lucas Is the worst man- 
aged company in the market," 
one analyst said bluntly. “The 
board is in disarray and the 
chances of a bid must have 
been increased by these lastest 
developments." Siebe, off 14 at 
335p, and BTR, down 4 at 496p, 
were two names touted as 
potential bidders. 

Tarmac strong 

Tarmac, the building materi- 
als/construction group, was the 
heaviest traded stock in a 
lively building sector after the 
company confirmed stories in 
the weekend press that it had 
won a series of government 
contracts totalling £l00m for 
motorway improvements. 

The programme involves 
widening and resurfacing part 
of the M6 in the north-west of 
gngianii, the M2S near Heath- 
row airport and extending the 
MS in Hampshire. 

Tarmac shares raced up to 
88p early In the session, with 
the market responding not 
only to the hints of the new 
government contracts but also 
to the long-running but never- 
theless persistent stories that a 
potential predator is lurking in 
the wings. Minorco, the inter- 
national mining and metals 
group linked to Mr Harry 
Oppenheimer's international 
mining empire, has long been 
viewed as a potential buyer of 
Tarmac. 

Specialists refused to ignore 
the bid stories surrounding 
Tarmac, pointing out that 
profit margins on contracts 
such as the motorway projects 
are typically only in the region 
of l to 2 per cent By the close 
Tarmac shares had come back 
to close a net 4 higher at 86p. 
Turnover was a heavy 9.1m. 

Wellcome wanted 

Pharmaceutical group Well- 
come attracted interest ahead 
of results on Wednesday. The 
shares burst through the £10 
barrier to record a more than 
25 per cent rise since the 
£2^bn issue at 800p a share in 
July. 

The rise in the shares has 
been checked recently as a 
result of US selling following 
worries that drug prices will be 
held down if Bill Clinton is 
elected president However, the 
worries were partly eased by 
press comment yesterday. 

Also, securities house Hoare 
Govett reinforced its buy 
recommendation and argued 
that analysts will be bound to 
upgrade profit estimates for 
the forthcoming year as a 
result of the stronger dollar. 
More than half the company's 
profits come from the US. The 
shares were up 26 at one stage 
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but suffered from some profit- 
taking and closed a net 18 
higher at 1009p. 

The recent slippage In. oil 
prices, resulting from fears of 
increased production, kept the 
oil sector under modest pres- 
sure. Shell was the odd man 
out in the sector, the shares 
ed gi ng up 4 to 5S3p, as recent 
hefty selling pressure, 
prompted by a County sell 
note, dried up. Lasmo eased 2 
to 18lp, reacting to “take prof- 
its" advice in the weekend 
press. 

The rap on the knuckles 
from the accounting board 
failed to cause any real damage 
to British Gas which held 
around 268 V*p. 

HSBC was the most active of 
the clearing banks, with the 
shares shrugging off worries 
about strained relations 
between the UK and China, 
and ringing 5 hi gher at 485p 

afiw turnover of 7.2m. 

TSB, the subject of consider- 
able takeover speculation dur- 
ing the past couple of weeks, 
eased to I42p on good turnover 
of 5 -3m after Smith Hew Court 
lowered its profits estimates 
for the bank. 

Activity in insurances was at 
a low ebb, but broker Willis 
Corroon picked up 6 to 220p 
and life assurance group Lon- 
don & Manchester 10 to 289p. 

Glaxo bucked the market to 


add 6 at 784p. Mr James 
Culverwell at Hoare Govett 
said he was drawing clients 
attention to the fact that “the 
stock Ires lagged Wellcome but, 
longer term, has a more excit- 
ing research and development 
pipeline”. 

Pharmaceuticals manufao 
turer Medeva moved up 5 to 
198p ahpfld of an analysts' trip 
to Liverpool today. 

Tobacco to insurance con- 
glomerate BAT Industries 
slipped 12 to 892p as Carr Kit- 
cat & Altken argued that the 
stock was over-priced. Can- 
conglomerates analyst Mr Mar- 
tin Hawkins likes the 
long-term prospects but feels 
the dividend payment is likely 
to be less attractive than previ- 
ously. The group is to publish 
third-quarter figures on 
November 4. 

ICI, which is to pnblish 
third-quarter figures on Thurs- 
day, performed well despite 
inc reasing l y gloomy forecasts. 
Japanese house Nikko likes the 
stock but joint broker Hoare 
Govett, which shocked the 
market recently with sharp 
profit forecast cuts believes It 
may have to reduce estimates 
further. It also has the stock as 
a “hold” which because of 
Hoare’s brokersbip relation- 
ship with the company many 
interpret as a tacit “sell" 
recommendation. The shares 
lifted 19 to 1066p. 

Invesco MIM, the investment 
management group, was the 
market's heaviest traded stock 
after Drayton Consolidated, 
the investment trust, sold its 
shareholding, via a series of 
agency crosses executed at 77p 
a share. The shares gained 8 
to 77p. Turnover in Invesco 
totalled 49m shares. 

- The disposal by Storehouse 
of Its Habitat and Richard 
Shops, although expected, still 
managed to lift the shares as 
analysts expressed approval of 
the higher price obtained for 
Habitat than had been expec- 
ted. The shares rose 3 to 164p. 

A suspected bear raid on 
Grand Metropolitan left the 
shares reeling, touching 394p, 
although they later recovered 
to 398p, a fall of ll on the day. 
Spurious stories that the 
drinks giant had suffered sub- 
stantial losses on foreign 
exchange markets were angrily 
denied by the company. 

Redland and Mar ley were 
two of the poorest performers 
in building materials after 
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EQUITY FUTURES AND OPTIONS TRADING 


DERIVATIVES dealers were 
surprised yesterday by a sub- 
stantial deal In Amstrad 
options which represented 
almost 10m shares. This activ- 
ity ensured healthy turnover 
in an otherwise quiet day, 
writes Peter John. 

The two-for-one Amstrad 
deal consisted of a trader buy- 
ing 3,200 June 25 calls at 5p a 
share and selling 6.400 June 30 


calls at 22Sp. The Investor will 
make money if the shares are 
at between 25p and 35p next 
J imp and the deal was inter- 
preted as speculation on Mr 
Alan Sugar making a success- 
ful bid at 30p a share 
for the outstanding share 
capital of the electronics 
group. 

The other significant trade 
was a roll-over in Sainsbury 


calls from the near month to 
January representing just over 
3,000 lots. As a result of these 
two deals, total turnover was 
well above break-even point at 
36^65 lots. 

Meanwhile, the contract on 
the FT-SE 100 for December 
delivery darted around in 
early trading but settled back 
in the afternoon to trade 
within a narrow range and 


dose 23 down at 2,698 with 
only 5,306 contracts dealt 
December reached a high of 
2,724 at the start of trading, 
forced up by growing hopes 
that interest rates will be 6 per 
cent by tie end of the year. 
Then the contract fell sharply, 
pared by worries that in view 
of prevalent political and eco- 
nomic uncertainties, the stock 
market may be over-priced. 


BZW, the investment bank, 
lowered profits expectation for 
both. BZW reduced current 
year forecast for Redland by 
£6m to £192m and next year's 
by Z5m to £200 dl For Marley, 
BZW moved down to £10m for 
this year. The broking firm 
died increasingly aggressive 
pricing in the UK bricks and 
roof tiles businesses for the 
downgrades. 

Redland settled 10 lower at 
342p, on 2m traded, and Marley 
dipped 4 to TCp with 677,000 
ah area changing hanria. An 
institutional visit to Mar ley’s 
operations In Germany com- 
mences today. 

MARKET REPORTERS! 

Christopher Price 
Stove Thompson 
Peter John 
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1992 SEMI - ANNUAL REPORT 

The S1ET 1992 Semi - Annual Report is 
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Beriola, 28 (039 1 1 55951) and the Head Office 
in Rome - Corso d'ltaiia, 41 (039 6 85891) and 
a copy of ft will be sent to anybody requesting it. 
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FUTURES PAGER UPDATES 

The new Fulures Pager sill! transmits 2 minute updates on currencies. Indices, 
Interest rales and futures prices 24 hours a day but It's lighter and smaller 
with a screen that has doubled In size. Chi! 071-895 9400 for a free trlaL 
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HCmcE IS HEREBY QivQt mta to Soctai n 
of Via taaokmicr act IBM tar a mMhg rfcnxftra d 
tta UMmiM Ctraoany ta bo MM ■ 7 Kmu 
F taa. London WrH W on B3w Oaocnr 1902 m 

ll. I Bara lor M pupoot prodded fer h Sactan n at 

aL or nomoo aid adMHoa to tta wow Csrapanvt 
Cradm can ta hspoaad m N oacw d Uemra 
Oocatov 8 Dsta. 7 Kmtt Pisco, London Win 3FF. 
tafcwon fro houa to 1000 an and +.00 ns on na no 

ftitatai daw pracalng aw Uwwg ot 

DtaHM ran OcBtmr 1992 
teon EMM Htoaow Dncaar 


PUBLIC NOTICE 


THE BRITISH POUO 
FELLOWSHIP 

BELL CLOSE, WE?T END ROAD, 
R IAS LIP, MIDDLESEX IIA46LP 

(Tfur lofaKtUi Farmjfdx FcOowthip, 
rrgitUrtd mj a chanty In accordance 
"0k the National Assistance Acting) 

Ai required by the Regnlationi 

governing Permit!, the FcHowjhip 
unoancei the remit of the Street 
Collection held in (be Metropolitan 
Police and Oty of London areas on 
Utb July and 4th September 

reapectively u foflows:- 

foeone 19,883.62 
IfiXExjwases 340.97 
Net result flmm 


City 


Incerae 
1^. Expenses 
Not result 


6,731.46 

JtfiUQ 

£656934 
The British Polio Fellowship 
records iu earnest gratitude to the 
members of the public for their 
generous support and its 
appreciation to all collectors who 
made this voluntary effort possible. 
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Jcfca frGdn frM ** B 
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ton to sppafesaara: iBrii October m2 
gntow m appofe Wd: BwHya Penk ptc 
DaaatOtmgr. am Jtara 18BT 
NwntoClargs FtodapdBkwtag 
H.HCoop« Ml. Jacob. 

JM MntoeMSn Rectows 

wams! 

Reg.taradSfK 1 ^ 1 ™ 
tt * >ng ^ 

Nra and atotasm to Jtn «nfraaaB» Ftoav. 
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Oto tafetor Mpeow 005399 tori flSJJ, 
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BrahemopposUfri Batctays Sank PLC 
DtadClBBe 24J-JM 1991 
itafentoetaigr Fm> 3 jm tcasnj 
N. H. CoopK and L Jaocb 
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FT MANAGED FUNDS SERVICE 


■ Current Unit Trust prices are available from FT Cityline. For further details call ( 071 1 925 2128. 
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CURRENCIES. MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


Bundesbank comments ignored 
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FINANCIAL TIMES TU ESDAY OCTOBER 27 1992 

MONEY MARKET POMPS 

Money Market 
Trust Funds 


BUNDESBANK officials 
yesterday issued strong hints 
that another cut in official Ger- 
man rates would not be 
announced at their council 
meeting on Thursday, but that 
did not stop the D-Mark weak- 
ening against most currencies, 
writes James Blitz 

As usual, the market is in 
two minds about whether to 
expect another cut in official 
German rates this week. On 
the one hand, the German cen- 
tral bank has carefully eased 
money market rates down to a 
level 75 basts points below the 
Lombard rate celling. On the 
other hand, recent comments 
from Bundesbank officials on 
monetary policy have leaned 
on the hawkish side. 

Yesterday, Mr Otmar Issing, 
the Bundesbank's chief econo- 
mist. added to the hawkishness 
by saying that lower German 
rates were more likely to occur 
through money market 
operations than through cuts 
in key lending rates. Mr Hel- 
mut Schlesinger, the Bundes- 
bank President, added that the 
Bundesbank saw no reason to 
sound the all-clear on mone- 
tary policy, and that price sta- 
bility remained the central 
hank's primary goal. 

Yet. these comments were 
ignored In a market which is 


confident that German rates 
will be cut soon, perhaps even 
this week. The dollar strength- 
ened against the D-Mark in 
European trading, peaking at 
DM1.5436, and closing up 
nearly a pfennig at DM1.5385. 
The Spanish peseta also 
strengthened considerably, 
closing at Pta70.69 from a pre- 
vious Pta.7i.SB. Like other 
exchange rate mechanism cur- 
rencies, the Spanish currency 
rallied as expectations of a 
realignment of the ERM failed 
to be met at the weekend. 

The Italian lira rallied partic- 
ularly strongly. There is grow- 
ing confidence in the Italian 
currency, and in the prospect 
that it will reenter the ERM 
sooner rather than later. Yes- 
terday, the lira closed at L86&3 
to the D-Mark From a previous 
L876.L 

The damage that Britain’s 
political turmoil is doing to 
sterling is all too clear from 


the feet that, even In this envi- 
ronment the pound managed 
to lose nearly 3 pfennigs 
against the D-Mark to dose at 
DM2.4425. The pound also lost 
more than 2 ’A cents against 
the dollar/ closing at 81.5870, a 
seventeen month low against 
the US currency. 


Strike 


fttt-SEttJNRflfc 

5trrie 

Ctfls-aOisnests 

ftRmttteneriS 

SWir 

Dft-seutCTs 


Pric* 

Dk 

Ibr 

Dec 

far 

Prta 

he 

far 

Dec 

far 

PIKE 

Ok 

far 

OK 

aar 

97 

3-35 

342 

0-19 

1-24 

99 

3-21 

3-16 

013 

1-26 

8950 

202 

144 

QS3 


98 

2-45 

>19 

0-29 . 

1*45 

100 

2-33 

2-42 

0-25 

1-52 

9000 

LS 

203 

0.06 

027 

99 

1-63 

245 

W7 

2-07 

101 

1-51 

2-09 

0-43 

2*19 

9050 

LU 

L66 

0.12 

040 

100 

1-23 

2-12 

147 

2-38 

102 

1-13 

1-45 

1-05 

2-5 

9100 

073 

132 

024 

056 

101 

0-58 

1-50 

1-42 

>12 

103 

048 

1-21 

1-40 

>31 

9150 

049 

L03 

0.44 

0J7 

102 

0-37 

1-25 

Ml 

3*51 

104 

oa. 

1-01 

2-20 

4-11 

9200 

02* 

0.70 

075 

LC2 

103 

0-22 

1-05 

K6 

4-31 

105 

0-16 

>49 

W* 

MS 

9250 

002 

058 

LU 

152 

104 

0*13 

0-51 

341 

>13 

Kb 

0C9 

0-37 

001 

>47 

9300 

006 

043 

L57 

L67 


UUL CUB 4993 Ms 7425 

Efilmattd 

ntamc total tolls 100 Puts 600 

EstonaM cise total G& 5559 te 2H2 

Pinto wf* ept« ix c*Mt 52958 Pan 53U0 

Plato AoTiwa tal Calls 1120 Pfa 10U 

Pudaadgf sqm rf. C*» 165T2S tes 12940 


UFFE BBBBUBX arrow 
MUa ooteb at 180% 


Sterling was specifically svfa cskam®** PntMtusams 


Price 

91(10 

9125 


9175 

9200 

9225 

9250 


Dec 

m 

as3 


0.27 

017 

0-10 

om 


Star 

L73 

LSO 


185 

DBS 

0-67 

(153 


Dee lto 


am 

MS 


on 

0-34 

0-52 

0.73 


003 

MS 


010 

015 

OZ2 

033 


undermined Mr John Major's 

threat to call a general election __ 

if Conservative backbenchers ££ g “ 

fail to ratify the Maastricht bill 

in parliament 

If the situation worsens, the sm ora mi 0.95 
pound could threaten the hi* SSSSSSS 
tone low of DM2J169Q reached 

in the aftermath of “Black ufreew m mi mn 

Wednesday." There could be art in gto «r u»% 

more volatility in the sterling/ sw* 
dollar exchange rate, because 
of the dollar’s upward direc- 

Mr Neil Mackinnon, chief 
economist at Citibank, said ’ .. _ 

yesterday that sterling could LONDON tLIFFE) 
drop to $1 .20 next year. 
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THE HUGE liquidity problem 
that dogged the sterling cash 
market last week eased yester- 
day after the Bank of England 
forecast a shortage of £800m at 
the start of its market 
operations, writes James Blitz 

On Friday, the cost of bor- 
rowing money overnight 
peaked at a staggering 100 per 
cent because of acute short- 
ages of sterling that were felt 
by commercial banks. Yester- 
day morning, there was more 
volatility in the short-dates as 
players expected the shortage 
of cash to keep the “overnight” 
very high. 

However, the Bank eased the 


UK deari nB bank bate landing rata 
8 per cast 

tram October 16, 19S2 


situation by forecasting a 
deficit half the size of what 
was expected, and by offering a 
25-day repurchase agreement. 
The cost of 1 month money 
eased to 9ft per cent offered, 
from a previous close of 9ft per 
cent, although the 3-month 
offered rate remained at 8 per 
cent Overnight money closed 
at around 11 per cent offered. 

That said, the market 
remains extremely nervous 
because of uncertainty over 
the government’s policy on 
base rates. The run-up to the 
chancellor’s Mansion House 


speech on Thursday is likely to 
be nerve-racking for dealers, as 
they toy with the idea of 
punting on another rate cut 

There is plenty of scope for 
thinking that the shortages 
have not gone away, either. 
The market is bracing itself for 
the traditional liquidity 
problem that comes at the end 
of each month, when accounts 
need to be settled. There are 
also some E5bn outstanding in 
the system following the Bank 
of England's forex intervention 
on “Black Wednesday". “What 
happens when the Bank’s 
special leading facility to the 
market dries up later this 
year?" was the question put by 
one discount house dealer 
yesterday. 

Trading in sterling futures 
reflected the easier cash 
situation, with the December 
contract rising 13 basis points 
to a dose of 9&S2. Ih contrast 
to that bullishness, the 
December Euromark futures 
fell back 6 basis points 
yesterday after Bundesbank 
officials took a hawkish view 
on the prospect for near-term 
cuts in German interest rates. 
It dosed at 9L48, a level that 
would sea the German 
discount rate unchanged 
between now and Christmas. 
French franc futures closed 
unchanged at 90.94 after the 
Bank of France drained the 
cash market of liquidity and 
tailed to cut rates. 
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CROSSWORD 


No. 7,987 Set by HIGHLANDER 



ACROSS 

1, S Advertising feature shows 
private leading body of troops 
(8,6) 

9, 10 Play part on the beards 
<M) 

12 Move coaches, off-loading one 
by the harbor (9) 

13 How Guinevere began to criti- 
cise what many knights were 
after (5) 

14 Aylesbury Is one to avoid (4) 

16 Gamble on small number get- 
ting together (7) 

19 Commission again makes 
note of gold and scarlet bade* 
togfl) 

21 Decay created anew (4) 

24 Many In top of building 
return to ground level (5) 

25 Ban anything non-metric 
round child’s bed (8) 

27, 26 Reprimand drinkers swal- 
lowing last of Fonwrol from 
flimsy shoes (6$ 

29, 30 What capital could gain 
from straightforward diver* 
sion (6^) 

DOWN 

1 A steep adjustment to foreign 
currency (6) 

2 Theatricals have a meal fol- 
lowing second performance 
(6) 

3 Section In The Pilgrim's Prog- 
ress about defeating monsters 
(S> 

4 Illustrations in boofc show 
royal couple in legendary ship 
CO 


8 Called University Brown, 
after old primate (& 4 ) 

7 Admirable in a tank but 
pointless in a pencil ©) 

8 Coddling young bird (8) 

11 Shot with knife?! ( 4 ) 

18 It protects against corrosion 
below the water line (9) 

17 Upholder of fair play walks 
round making, introductions 
(8) 

18 3-D image is not solid, they 
say, and has little weight (8) 

20 Bundled op for auditor and 
carried away (4) 

21 Try to win girl over with 
description of fabric (7) 

22 Gall me “Sire" - otherwise, 
no tricks (6) 

23 Settles firmly on object in 

— apartment (fi) 

26 Police evidence initially 
shows king has left body in 
thicket ( 5 ) 

Solution to Puzzle No.7,986 
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Fit. *»- 


Procardia A ... 

Preewdla B 

SCAA _ 

SCA B 

SKFAFrtt 

SKF B Free 

Sand* I km A 

Sandvlkm B 

Siandla 

Star) EniklWaC .... 

SfeandmBFift 

Sura Keep A 

Sura Kopp B 

S«m Hand) B Fite . 

TrcIMorgB 

Volvo A Free 

Volvo B Free 


CANADA 


Erwanla 8-$ay 
Eisllorlm .... 


1 


FINLAND 

October 26 Mk« + or - 

Amo 73 -1 " 

Cultor 65 

EmoR 17.40 40.40 

HiUitamaM I Free ..155 +4 

KOP 6 10 +0.10 

None B Free 425 +13 

Krnimene _ 62 +1 

Mttra B Free 76 +1 

Nokia Pref Free.... 56 +3L20 

Pohjola B Free .... 25 +2 

Reuola (Free) 40 

Stockmann B 120 +0 

TainpellaFree 950 

UnluiBlCFree 4.90 +030 


Fis. + er - 


Philip-. Kommon .. 500 


Zanders Felnpap ... 215 









Ratal Sum Mgfe Lswcieee Ctag 

TORONTO 
3 pm October 26 
Quottaw m certs unteaa marked $ 

200 AtttW Pr SW%d13% 13% -% 

15700 AgnlcoEa *5% sl| 5% -% 

31500 Air COa 2» (SCO 254 -3 

9900 Alsrta En SIS 16% IB 

37200 UBMGU 613% 13% t3% 

371600 AK*1 At 5301, !9% 20’s +■% 

23600 Am Barr $r% 37 37% -% 

NOO Afco 01s 511 11 11 

135000 9k Uonirl 540 *4% 46 +% 

237400 fcitaaici to 1 , z>% 2D 1 * +% 

8300 OCSUBVA 58 6% 8 

85000 BCE Inc 544% «3% 44 +% 

1200 Balmoral 9 9 8 

400 BOR A 36% 81, 6% -4 

73800 Bemb'diacB 512% 11% 12% +% 

3500 Bom VMay S10>I 10% 10% -% 

400 BP Canada 314% 14% u% 

34600 Bramatae 4a 41 41 -8 

3800 BfWCM A 317% 17% 17% -% 

300 Breakwater 26 23 26 -2 

13500 BC Tel S»% 20% 20% -4 

B700 Brvncor a 619% 19% 19% 

1300 Brunswick 310% JO 10 

5200 CAE tad * 

6000 Cambtor ii 
200 Cambridge : 

2500 CaiMCO X ! 

200 Cbeli Hea 
302100 Cttftnptt * I 
30700 Can Ocdd i 
321300 Cnlkci i 
100 Can Tire ! 

B3QO Can Tiro A 
14000 Can UN A ! 

5000 Can Udl a : 

200 Canamax 
13700 Cantor 
BOO CnPcForeal i 
5000 Cara Op 


Low Ctoee Ong Sales Suck 


Hk*i Low ctoee Cbng 


Mgb LwCmh Chng 


i Cntri Cep 
dm OPn 
Crvrl Fd A 
Comlnco 
Copulalog 


35% 5% 

u610% 10% 
613% 13% 
616% 16% 
45 45 

627% 26% 
327% 27% 
9164 15 

317% d17% 
616 15% 
321% 21% 
621% 21% 
20 d2D 
S2S 26 
321% 21% 
450 450 
36% 64 
639% 39% 


619% 19% 
64 60 


16% -% 
47 

27% +4 
27% -% 

154 +4 
17% 

15% 

21 % +% 
21 % 

20 

25 +% 

21 % 

450 +5 

6 % 

39% 

a 

240 -15 
405 +6 

19% +% 

64 


12800 Corel Sye 3i6% 18% M% +% 

2000 CoecaaOev 430 490 420 

23000 Crown* A 175 172 172 -S 

300 Daniton A 20 20 20 

100 Oertan 55% 5% 5% 

74000 Dofasco S3% 6% 9 +4 

2300 Ooadnn Td 96% 64 6% +% 

1000 DaaiBr kc 53% 454 3% 

2000 Ou Pent A 541 40% 41 

700 OmttetaicA 340 340 340 -+0 

WOO fc»? BrvM 37 6% 9% 

300 Bnco LW 450 450 450 

9400 Empire 511 11 11 

4500 Euro New $17% t7% 17% -% 

1000 FP1 LM 2JO 270 270 -10 

7100 FahnatkVnr 67 7 7 

20700 Finning 611% 11 H% -4 

ISOOFUNmAi 68% 9 0 

300 Fort* 323% 234 23% 

1400 Few Seesn 618 18 18 -% 

60400 FnncoNev $284 28 28 -% 

Boo QAiaede 8 8 9 

400 Capita A a si 7% 17% 17% +% 
2900 aueda Old 443 «o 445 
20500 Granges 18 7 173 179 -IQ 
21800 GMltato ■ $13% 13% 13% +V 
19600 (UIGUR 65% 6% 6% 

2900 OW utna 684 5% 64 

1400 Harrb&t A 35% 3% 9% 

100 hmtaer 8ld 620 % 20% 20% 
moo Heea tad in 10% it +% 
400 HMtfO GM 69% 9% 9% -4 

600 Honing er lu% 11% 11% 

6000 Home OO 615% 15% 15% -4 
104800 Horsham 510 9% 9% 

300 IMArUU 65% 5% 5% 

12000 HudunsBcv 827% 27% 27% 

51100 Imaaco $37% 37% 37% ~% 

31200 fcnp 011 $454 44% 4$% 

saasoo men S2S4 274 29 +-% 

300 InMurexT 56% 8 E 

13300 ImprvPtP* 6244 024 344 4% 

13BO0 Into Oar 623% 23% 23% +4 

SB00 tveco A 300 0300 300 

800 Jenoock $12% 12% 12% 

600 Karr Addle 615% 18% 18% -% 

<2800 Laban * 626% 26% 26% 

• 79600 Lac Minis 67% 7% 7% 

600 Letatga siev 164 1B4 +4 
<000 Laldlaui A SI 02, io% 10% 

96700 Leldtaw B 610% 10% 10% +4 
200 Laurent Efc 817% 17% 17% 


5000 Laurent Gp 500 0600 500 
7700 L*«»oo Uar 68% 0% 0% 

13400 Lobtaw 617% 17 174 


10 % 10 % 
10 % 10 % 
17% 17% 


48500 Mackenzie 
28400 Macm Bl 
384600 IbptUAt 
330 Up* U Pda 
900 Mart TAT r 
400 Mark Ram 
101600 MDS HMl B 
32100 kietaU Min 
37M0 Mlrmova 
24300 Ulel Corp 
3600 Metaon A 
1E8100 Itoera Com 
2600 Muecocho 

137000 MbCai 
6500 Noma md A 
1300 NorandaFer 
12300 tttranda 
400 NorcnB.12 
4400 NoroiMVto 
89100 Ndi Tola 
2000 Motthgata 
M400 Neva Corp 
1700 Nm»W&r 
10400 NuMiac OB 

10000 Onex Corp 

3800 Oehawa A 

53300 PWA Coro 
13700 Pagurian A 
200 PanednPat 
15600 Pegaaua 
9500 Pioneer Ml 
2946D0 Piece rOomo 
13300 Pace PM 
4300 ftwertep 
300 FoeerHnx i 
400 Oubacor A 

13600 Ranger 00 
11000 Hayrack 
200 Read Sten i 
70400 Hallman 3 : 
5800 Ren'uane* i 
1900 Rapap Ent 
2800 Rio Algom i 
244400 RogersConB : 

300 HoAiniana : 
127300 RoyaBkCan : 
75200 fyl Oak Mb 
22400 RyfTfUSKO 

3300 SUerC* A 


480 M70 
S17 16% 
$29% 24% 
513% d19% 
821% 21% 
S00 600 
614% 14% 
613% 12% 
616 16 
176 170 

628% 20 
6184 17% 
4% 4% 
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16% -4 
25% +1% 
13% -4 
21 % 
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14% -4 
12 % 

W 

17S -10 
28 -% 
184 +4 


7% 7% 

0*9 300 
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15% 18% 

25% 29% 
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«% 48% +% 
76 76 

8 % 8 % 

9% 8% +-% 

5% 5% 

7% 7% -% 

22% 22% 

201 205 

380 365 +10 

28% 28% 

18% 19% -% 

dll 11 
14% 14% -% 

429 42S -6 

14% 154 +-% 

19% 19% -4 

16 15 


8% 84 

9% 8% -% 

304 31 

16% 18% 

18% 16% 

3+0 345 
18% 164 +4 

12% 13 +% 

94% 94% 

23% 23% +% 

173 176 -8 

54 54 -4 
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an 
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JT 

-% 
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+% 
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£8 

8 
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10 

10 
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-% 
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-% 
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4136 
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19% 

-% 
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12 

—V 
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«% 

n% 
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1T% 

17% 
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23% 

+% 
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85% 

06% 
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01800 TransAlta 
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13% 

W% 

+% 

5900 Tram Pi 

sitS 

17% 

17% 

1200 Trfmao 

SB 

3 
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170800 TrleacA 

31S 

0310 
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300 UAP A 

$10% 

«% 

w% 
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16V 

16% 


300 unttsdCorp 
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*% 
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37V 
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ss% 

s 

9% 
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16% 
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ft 

+% 
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MONTREAL 
3 pm October 26 


53100 BemMtarB $12% 

11% 

»2% 

+% 

2700 Cambior $10% T0% 
103000 CuhaBhi 627% 27 

200 CaMtafcoM $14% d14% 
24100 Caaeadaa 38% 0% 

10% 

a 

6% 

+% 

+% 

1600 DoeilnTd A 

38% 

8% 

6% 

+% 

3300 Madearttm 

$11% 

11% 

11% 

+V 

28700 Nan Cm i 
4000 tkwbecor A 

33 

*18% 

A 

ii 

+v 
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612 V 

12 

12V 
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38% 

6% 

7 
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16% 

+% 



MdStrbfe 
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Home Bends 
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UtUUe 
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3 pm October 26 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


in a 

Htgh Lot* Stock 
IS% I ! AAR Carp 
26% 18 A L LUB* 

68 V AMP UK 
»% 9*\ AMR 
*% iHARX 
63 >2 33*4 ASA 


ch’n 

mnn cm* p<w*- 

tfl». % E 1W» High LwOboWOow 
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0% 
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9% 
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3% 
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-% 
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68 
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67 
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tr 
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19 
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3% i % Am Hauls 
114% 02 Am hi Or 

2% 13 Am hni 

9% i% Am Inn Pi 
12% 10% Am Qpp Inc 


2% A Anna Dl SI 
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NEC X 0-40 79 2 28% (S7% 28% +% 

21 883 29 28% 29 

Inert G« 24 1499 IS 14% 14% +% 

Hftrt Syr 25 2312 13% 12% 13% +% 

Naurogen 15 30 7% 7% 7% -% 
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KiieteS S 195 5% 5% 5% 


LDDS A 
Patae 


- L - 

24 248 i»37 

450 30 3 U9% 


36 

0 9 
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Rceh&rS 056 12 211 8% 7% 7% 

Roosevelt 088 8 334 22% 21% 22 -% 

Roes Sir 14 927 T7% 16% 18% -% 
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VENEZUELA 


In spite or Iasi February's 
unsuccessful coup deial and 
die difficult economic reform 
programme. Venezuela's econ- 
omy ooniinues to grow at a 
vigoroue pace and foreign 
raveitmeni remains ((rang. 

On December 1st ihe Financial 
Times will be publishing an 
in-depth new survey dial win 
examine among other topics 
ihe financial system, foreign 
investment opportunities, 
petroleum and petrochemicals 
and the role of Venezuela in 
world capital markets. 

For advertising information 

wJl, 

Paul Maravig)i& 

Td: 071-873 3447 

Fax: 071-873 3S95 
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WORLD STOCK MARKETS 


AMERICA 


EUROPE 


Election keeps Bundesbank statements encourage Frankfurt 


Dow trapped in 


j IT-SE 

Actuaries Share indices j 

October 26 

Hoerty changes 

THE EUROPEAN SHOES 

Opu 1&30 11.99 12JQ 1300 14JH 1SJB CWse 

FT-SE EBrobask 1M 
FT-SE Emm* 200 

1042.14 104191 103399 103953 1039J9 103002 103033 103016 
1106.19 1107.14 1103.16 110232 110262 110301 110493 1104.46 

Oct 23 Oct 22 Oct 21 0cl 20 Oct 18 

FT-SE Emtncfc 100 
FT-SE Eontrack 200 

103438 1021-53 101554 1021.70 10MJ» 
110853 1085.16 108795 1090.40 106X18 

Ban 1000 (OrtWB) HgMttt: 100 - lOCTft ZOO - iflBJS (jMttor 150 - 103753 SOD - 109941 


narrow 


Wall Street 

US share prices were trapped 
in a narrow range yesterday 
morning with investors trading 
cautiously ahead of next 
week's presidential election, 
writes Patrick ffaroerson in 
New York. 

By 1 pm the Dow Jones 
Industrial Average was up 4.33 
at 3,211.96, having spent the 
morning session no more than 
a few points either side of 
opening values. The more 
broadly based Stan- 
dard & Poor's 500 was also little 
changed at the halfway mark, 
up 0.44 at 414.54. while the 
Amp* composite was up 0.04 at 
374.28 and the Nasdaq compos- 
ite 1.11 lower at 596.19. Turn- 
over on the NYSE was lighter 
than in recent days at 99m 
shares by 1 pm. 

Over the past week the mar- 
kets have been busy and trad- 
ing heavy as Investors reposi- 
tioned their portfolios ahead of 
the November 3 election. That 
phase appears to be over, and a 
new period of consolidation 
and caution is likely to take 
hold this week, with more 
investors moving to the side- 
lines as election day nears. 

Investors were also subdued 
by the latest opinion polls, 
which showed Governor Bill 
Clinton's lead narrowing after 
a surge in support for Mr Ross 
Perot, the independent 
candidate. 

The absence of fresh eco- 
nomic news or important quar- 
terly corporate earnings fig- 
ures also contributed to the 
market’s torpor, although 
today’s release of third quarter 
GDP will be closely watched 
for Its impact on the political 
situation. 

Among individual stocks, 
General Motors held steady at 
$33% in turnover of 1.7m after 
Mr Robert Stempel, the chair- 
man, announced his resigna- 
tion. The departure of Mr 
Stempel had teen widely pre- 
dicted, and idle lack of a 
response from the market 


range 

suggested that investors had 
not yet passed judgment on the 
move, primarily because the 
company did not immediately 
name a new chairman. The 
other two car manufacturers 
were both firmer, buoyed up by 
recent good sales figures. 
Chrysler put on S% to 526%, 
and Ford firmed $'A to $39%. 

Phillips Petroleum eased $% 
to S25V, after reporting third 
quarter net income of 3& cents 
a share, up from 21 cents a 
share a year ago. Other oil 
stocks, most of which reported 
their earnings last week, were 
also lower, with Occidental 
down at S15%. Texaco 
down $% at $61% and Chevron 
$% weaker at $72%. 

On the Nasdaq market, 
Somatix rose $% to $7 after an 
analyst at broking house 
Oppenheimer said that the 
company should benefit from 
gene therapy that could possi- 
bly become commercially via- 
ble next year. Radius dropped 
SVi to $5 on disappointing fis- 
cal fourth quarter earnings. 

Canada 


TORONTO stocks posted mod- 
est gains at midday, but 
declines in Canada's heavily 
weighted gold shares 
restrained activity and the 
country's referendum on con- 
stitutional reforms ke pt ma ny 
players sidelined. The TSE-300 
Index was up 5.30 at 3,252.1 on 
volume of 25.5m shares valued 
at C$S9.7m. 

Among active stocks, Magna 
International recovered C$1 % 
to C$25 after Friday's losses. 
Trane Canada Pipe rose C$% to 
C$17 % and Canadian Imperial 
Bank added C$% to C$27%. 


SOUTH AFRICA 

INDUSTRIAL stocks edged 
hjg hw in rfnT] trading as the 
market awaited this week’s 
infla tion data: the industiral 
index rose 9 to 4,008. Golds 
lost 10 to 857 as the bullion 
price weakened, while the 
overall index rose l to 8,034. 


INTEREST rate prospects 
continued to dominate conti- 
nental trading yesterday. 
Vienna was closed for a holi- 
day, wr ites Our Markets Staff. 

FRANKFURT moved from a 
negative position in the pre- 
bourse to close higher as week- 
end statements from some 
Bundesbank council members 
led the market to believe 
that interest rates would 
be cut this week. 

In spite of warnings from Mr 
Helmut Schlesinger yesterday 
that inflation would rise next 
year and from Chancellor Hel- 
mut Kohl on the possibility of 
early tax increases, the DAK 
index closed 15.67 higher at 
2,542.49 as turnover fell to 
DM4.7bn from DM54bn. 

The positive mood was 
reflected in leading shares 
which showed strong 
advances. But Daimler-Benz 
managed a gain of just 8Qpffc 
to DM561.80 after denying 
weekend press reports that its 
Mercedes-Benz division would 
show a loss this year because 
of weaker car sales. Mercedes 
fell DM3 to DM423. 

Other car manufacturers 
reflected the depressed state of 
the industry while BMW’s DM7 
gain to DM492 may have been 


ASIA PACIFIC 


Tokyo 

SHARE prices fell moderately 
in low activity, as investors 
remained inactive ahead of the 
Bank of Japan’s branch man- 
agers' meeting which starts 
today. Volume fell to 130m 
shares, the lowest level since 
August 3, writes Ermko Tern- 
zona in Tokyo. 

The Nikkei average lost 
10642 to dose at the day's low 
of 17.0LL33. The index moved 
within a narrow range, briefly 
hitting the day’s high of 
17,153.76 in the afternoon ses- 
sion. 

Declines led advances by 594 
to 305 with 187 issues remain- 
ing unchanged. The Topix 
index of all first section stocks 
lost 739 to 1.288.70 and in Lon- 
don, the ISE/Nikkei 50 index 
rose 231 to 1,03645. 


helped by the stronger dollar 
which supported export-orien- 
tated companies. 

Investors took little notice of 
a magazine report that Thys- 
sen was thinking of cutting its 
dividend this year to DMB from 
DM10 and the shares rose DM5 
to DM162. 

PARIS wyy te an 
start to the new trading 
account, which was reflected 
in the modest turnover of 
FFrl^bn. A lower Matif amid 
disappointment that a % point 
cut in interest rates did not 
materialise took the CAC-40 
index off Its day's high of 
1,785.44 to end 4.33 
higher at 1,770.74. 

Sextant Avionique jumped 
FFr22.50 or 21.2 per cent to 
FFr228.50 following statements 
from senior executives at its 


official discount rate prevented 
active selling. Market partici- 
pants hope that the central 
bank’s meeting of regional 
managers will shed some light 
on monetary policy. “Lower 
interest rates will increase the 
money flow, poshing op vol- 
ume, H said Mr Takatoshi Oku- 
yama, strategist at Dalwa Secu- 
rities. 

However, a fund manager at 
Nippon Life, the leading life 
assurer, said that he would not 
be in a hurry to buy even if 
interest rates declined. "We 
would have to see good profit 
figures, and an improvement 
In economic indicators 
reflecting a recovery,” he said. 

Investors remained on the 
sidelines ahead of this week’s 
spate of corporate earnings 


parent Thomson-CSF that the 
company was expected to 
approach break-even 
by year-end. 

Among other risers were 
Moulinex which rose FFr4.10 to 
FFr84 after its recent, heavy 
fall and Euro Disney which 
added FFr2.40- to FFr7885. Los- 
ers included L’Ordal, down 
FFr17 to FFr977 and Saint- 
Gobain which fell FFr7.40 to 
FFr487. 

AMSTERDAM began the 
week where It had left off. with 
continued interest in Fokker. 
The CBS Tendency index rose 
0.2 to 104.L 

The aircraft manufacturer’s 
shares recovered some 13 per 
cent as the government said 
that it would give details of the 
takeover terms with Dasa. The 
expected announcement had 


NEC announce their Interim 
profits today, while ship- 
builders are scheduled to 
report half-year profits at the 
end of the week. 

Fears that the higher yen 

WUUld hurt interim warning s ; at 

exporters prompted light sell- 
ing. Hitachi fell Y3 to Y710 and 
Fujitsu Y4 to Y553. 

Dealers took profits on spec- 
ulative issues which rose last 
week. Nippon Telegraph and 
Telephone, which surged on 
Friday on reports of its success 
in room-temperature nuclear 
fusion research, lost Y30.Q00 to 
Y567.000. Aisin Seflti, which 
also gained on the g am e theme, 
was the most active issue of 
the day, felling Y20 to Y1.I40. 

Issues related to Alzheimer's 
disease cures gained ground. 


still not come by the close and 
Fokker finished FI 2.40 higher 
at F1IS.20. 

DAF slipped to an all-time 
low of FIDO before recovering 
slightly to end 38 cents lower 
at FI 10.50. The group said on 
Friday that it was to reduce 
working hours because of the 
slowdown in new truck sales. 

DSM was FI 2.30 lower at 
FI 85.40 ahead of Thursday’s 
third-quarter figures which are 
expected to confirm the 
depressed state of the chem- 
icals sector. 

ZURICH noted interest in 
Volksbanfc after the group 
announced that it was to 
change its status from a coop- 
erative into a joint-stock com- 
pany. After a brief suspension, 
Volksbank bearers advanced 
SFr40 before closing SFr20 
higher at 5FrS05. The SMI 
index gained 9.9 to 13305. 

Other banks also finned as 
money market rates eased fur- 
ther. UBS bearers, the day's 
most active issue, advanced 
SFr8 to SFr833. 

Among the insurers Swiss Re 
bearers put on SFr20 to 
SF&520, while Zurich certifi- 
cates rose SFr6 to SFr956. 


Snow Brand Milk advanced 
Y15 to Y795 and Takeda Chemi- 
cal added Y1Q to YL240. 

Some dealers looked for 
quick profits in public works- 
related issues, pushing up road 
stocks and bridge builders. 
Maeda Road Construction 
gained Y50 to Y2.700 and Yoko- 
gawa Bridge Y40 to Y1.110. 

In Osaka, the OSE average 
Ml 2239 to IB, 72581 in volume 
of 20m shares. 


Roundup 


SINGAPORE, Kuala Lumpur, 
Taiwan and New Zealand were 
all dosed yesterday for public 
holidays. Meanwhile, trading 
in Manila was cancelled after 
Typhoon Colleen unleashed 
torrential rains on the capitaL 
HONG KONG ended sharply 
lower as investors took profits 
after Beijing attacked Gover- 


day’s interest rate cut Disap- 
pointment that the Bundes- 
bank did not follow suit also 
prompted some selling. The 
Comit index rose 1SI to 419.70 
in turnover estimated at 
LlfiOhn after Friday’s relatively 
heavy L241bn_ 

The food group Sme 
attracted attention on contin- 
ued hopes that It would so on 
be privatised. The stock added 
L261 or SB per cent to L4.738. 
By contrast, shares in Nuovo 
Pignone, another privatisation 
stock, fell heavily and were 
suspended towards the end of 
trading, having fixed L555 
lower at L5J.00. 

Elsewhere, Stet jumped L47 
or 3.7 per cent to LI ,325 on 
bargain-hunting after its 
recent weakness. 

MADRID retreated margin- 
ally, the general index felling 
1.16 to 200.02. Telefonica, which 
said that It expects group reve- 
nue to increase by 16 per cent 
from 1991. improved Pta6 to 
Pta356, although recent presen- 
tations in London and Madrid 
have disappointed some 
analysts. 

STOCKHOLM gathered 
momentum after the central 
bank cut interest rates but fell 
back later on profit-taking. The 


nor Chris Patten's plans to 
widen democracy In Hong 
Kong. The Hang Seng Index 
closed 200.07 or 32 per cent 
lower at 6,082.47, having fallen 
to the day's low of 6,012.94 at 
the opening. 

HSBC Holdings, which 
topped the most active list, fell 
HKS2 to HKS60 and its unit 
Hang Seng Bank also lost 
HKS2 to close at HKS52.50. 
Cheung Kong eased HKSl.K? to 
HKS22.90 and Hutchison 
Whampoa slid 80 cents to 
HKS16.80. 

SEOUL closed sharply higher 
on across-the-board buying 
inspired by news that the Dae- 
woo Group chairman had 
denied political aspirations. 
The composite stock index 
jumped 2188 to 682.74, as 684 
shares went limit-up. Turnover 
totalled Won423.7bn after Sat- 
urday’s half-day Won325-82bn. 


AfSrsvSrlden Index closed 1.0 
higher at 722.9 in turnover 
down to SKr357m from Fri- 
day’s SKrtlSm. 

The forestry sector showed a 
gain of some 1.3 per cent as 
exporters were lifted by the 
stronger US currency. 

OSLO saw Elkem’s A shares 
tumble by more than 25 per 
cent after the group reported 
bigger than expected interim 
losses on Friday. The A shares 
lost NKr5.5 to NKrl6.0 while 
the free shares shed NKr8 to 
NKr20. However, strength else- 
where left the all-share index 
up S^S to 352-63 in turnover of 
NKr274^m. 

BRUSSELS closed narrowly 
mixed in thin trading as fur- 
ther gains m-Petrofina offset 
declines among some indus- 
trial stocks. The Bel-20 index 
inched L84 higher to 1,134.80 in 
turnover of BFt760m. 

Petrofiaa dosing BFtlSO or 
2.1 per cent higher at BFr7,750 
while Solvay dropped BFr75 to 
B Fr 11,625 and Electrabel fell 
BFrfiO to BFrS^lO. 

HELSINKI continued to gain 
strongly on lower domestic 
Interest rates and the HEX 
Index finned 2.8 per cent to 
close at 709.6. Turnover 
amounted to FM&UJm. 


Daewoo Carp recorded the 
greatest turnover of 2.61m of 
the 36.41m shares traded. It 
rose Won4 00 to dose limit-up 
at Won9,500. 

AUSTRALIA ended a four- 
day climb when it closed near 
its lows for the day in uncer- 
tain trading. The All Ordi- 
naries index ended 4.9 lower at 
1,450.7 in turnover of A$151.8m. 

The biggest loser was 
National Australia Bank which 
plunged 17 cents to A $6 .95 
amid rumours it was consider- 
ing a paper bid for ANZ. NAB 
had no comment and ANZ 
dropped l cent to A$2£4. 

BANGKOK’S SET index 
gained IL12 or L2 per cent to 
dose at 913.88, its highest dose 
since August 17 1990, on the 
back of a strong baking sector. 
Turnover was active at 
Btl3.11bn. Krung Thai Bank 
jumped Bt22 to Bt260. 


MILAN dosed off the day’s 
highs on profit- taking after Fri- 


Nikkei closes at day’s low as trading volume falls 


Traders said that while sentl- announcements. Leading ele- 
ment remained subdued, grow- treaties makers, such as Mat- 
ing expectations of a cut in the . sushita Electric Industrial and 
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Rate cut hopes lift European equities 


MARKETS IN PERSPECTIVE 


By John Pitt 
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E UROPEAN equity mar- 
kets, given farther 
encouragement that 
Germany might cut its Lom- 
bard rate by the end of the 
year, turned in good perfor- 
mances last wed. 

In spite of some disappoint- 
ment at the size of Tuesday's 
cot by the Bundesbank of its 
key repurchase rate, a signal 
that interest rates may fell in 
the short tom, the European 
component of FT-Actuarles 
World Index rose nearly 4 per 
cent in local currency terms, 
with only Denmark and Italy 
showing slight Wk 
It was Finland's turn to 
shine with a spectacularly 
good performance that was 
almost matched by Sweden. 
Mr Peter Lawrence, Scandina- 
vian analyst at KXetnwort Ben- 
son, comments In a recent 
review that Finnish equities 
are now showing the first 
signs of recovery, spurred 
by the second devaluation 
within the year, a govern- 
ment savings package and 
a better than expected 


set of eight-month figures. 

However, the rise needs to 
be kept in context given the 
market’s recen t bad perfor- 
mance: the HEX index remains 
some 26 per cent down on its 
February high. Mr Lawrence 
adds that the next stimulus 
should come in the new year 
when Finland finally lifts 
restrictions on foreign owner- 
ship of shares. 

Sweden was also buoyed up 
by further cots in overnight 
rates and the stronger dollar, 
with genuine buying interest 
being seen by domestic institu- 
tions. Even disappointing 
eight-month results from 
Skanska early in the week 
failed to dent the rally as 
Investors began to feel that 
sentiment had started to 
improve. 

Elsewhere, Mexico rallied 
with a rise of nearly 9 per cent 
in dollar terms during the 
week. Latin American Securi- 
ties comments that sentiment 
was encouraged by the suc- 
cessful renegotiation of the 
annual wage and price accord 
which removed uncertainty 
over exchange rate and inter- 
est rate fluctuation. 
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SECTION III 

Given a brief respite from political 
instability, Sri Lanka has shown 
its economic potential with a surge 

of business activity - a feat 

which underlines just how great a 
tragedy the country’s recent past 
has been. William Keeling reports 

Strife must 
be resolved 


SRI Lanka has high 
aspirations. The talk within 
government and business cir- 
cles Is of the island joining 
Malaysia as one of Asia's 
emerging industrialised 
nations, with Colombo, the 
capital, modelling itself on the 
city-state of Singapore. 

For a country which remains 
racked by a separatist war in 
its north and east, and which 
is recovering from a Marxist 
insurgency in the south, such 
economic pretensions might 
seem misplaced. 

President Ranasinghe Prema- 
dasa, however, has pursued a 
vigorous economic reform pol- 
icy since his 1988 election. 

State corporations are being 
sold off or returned to private 
management, and Sri Lanka 
has adopted a generous tax 
regime to attract foreign 
investment. The economic 
response to the state’s with- 
drawal has been encouraging. 

In 1989 the government quel- 
led a four-year civil insurgency 
in the south, instigated by the 
People's Liberation Front - 
(JVP) - a banned Marxist 
political party. And with the 
resumption of normal business 
activity. GDP grew by &2 per 
cent in 1990. 

Growth this year is unlikely 
to exceed 4.5 per cent, but 
would be higher except fin: a 
severe drought in the first 
quarter. This surge in eco- 
nomic activity has mostly 
come horn the south-west of 
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the country, around Colombo. 

Given a respite from political 
Instability. Sri Lanka has given 
notice of its economic poten- 
tial. a fact which underlines 
how great a tragedy the coun- 
try’s recent past has been. 

The country entered the 
1980s with Its population, cur- 
rently 17m, enjoying a 90 per 
cent literacy rate, and social 
indicators the envy of other 
developing nations. 

Located off the south-east tip 
of India, Sri Lanka is well-posi- 
tioned as a trade and shipping 
hub, linking the sub-region 
with the Middle East, Europe 
and Asia. 

Simmering ethnic tensions, 
however, between the minority 
Tamils and the majority Sinha- 
lese, erupted into civil war In 
1983. 

As the scale of the conflict 
escalated, economic policy 
received a low priority. In the 
past 10 years, at leak 30,000 
government soldiers, Tamil 
Tiger separatists and civ ilians 
have dial in the conflict 

The two-year intervention of 
an Indian peace-keeping force 
from 1987 failed to broker an 
accord and the prospects for 
peace have again deteriorated. 

Nearly 900 government sol- 
diers have been killed this 
year, incl uding Maj-Gen Denril 
Kobbekaduwa, military com- 
mander of the north, killed by 
a landmine in August 

Between 2986-1989, the gov- 
ernment had also to confront 


Kandy and its artificial Wee attract many tourtsta. Tourism accounted for 64£00 fobs tn Sri Lanka last year, according to the central bank. Report, Page * 


the JVP insurgency which 
brought the economy, and 
business of state, to a virtual 

halt 

By 1988, when the govern- 
ment began its counter-offen- 
sive in earnest, about 1,000 
members of the ruling UNP 
party had been assassinated. In 
1389 the three main leaders of 
the JVP were killed by security 
forces and the Insurgency was 
effectively quelled. An esti- 
mated 25,000 civilians died in 
the struggle. 

The horrors of the period 
make the subsequent economic 
upturn all the more remark- 
able, but building the confi- 
dence of the international busi- 
ness co mmunity in Sri Tjinlra 
will be a slow process. 

A steady start has been 
made. Direct foreign invest- 
ment Inflows have increased 
from 832m in 1990 to an expec- 
ted $70m-$l20m this year. 
Donors expect the flow to 
increase to $30Qm-$400m a year 
by mid-decade. 

Tourists have returned, with 
at least 380,000 expected this 


year, more than double the 
arrivals in 1987. 

The Colombo stock market 
has opened to foreign investors 
and Is providing an important 
new source of corporate bond- 
ing. Market capitalisation has 
grown from SLRslSbn in 1989 
to SLRs75bn this year. 

Although the country is run- 
ning a large trade deficit, the 
value of industrial exports has 
more than doubled in the last 
four years to SLBsSObn in 199L 

The government has begun 
to market its reforms to inter- 
national investors, but it is too 
early to label Sri Lanka a suc- 
cess story. 

Much remains to be dime on 
the economic front, including 
the need to rationalise and 
lower tariffs, and make the 
rupee freely convertible. 

-Foreign investment is a frac- 
tion of what the country needs 
to proride employment for 
those entering the labour mar- 
ket Textile and garments dom- 
inate the growth of new Indus- 
try, with little investment in 
higher value sectors such as 


tech- 
nology, 
real estate 
and prop- 
erty deveJop- 


traasport travel 
and tourism, hotels, 
foods, agio products, 
diamonds, aqua prod- 
ads, foreign eroploymeat, 
financial services: insur- 
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ment. Commodity 
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technology, real 
estate and 
property 
develo 


electronics. More important, 
politics may yet bar the way to 
further economic progress. 

While supporters of Mr Pre- 
madasa attribute recent eco- 
nomic growth to his strong 
leadership, his critics describe 
him as authoritarian, with a 
low regard for the country’s 
democratic traditions. 

The president's position has 
recently been bolstered by the 
collapse of a parliamentary 
move to impeach him alleged 
abuse of power and the refusal 
by the supreme court to annul 
the result of the 1988 election 
on the grounds of electoral 
misconduct. 

Continuing dissent within 
the B&ndaranaike family, 
which leads the main opposi- 
tion Sri Lanka Freedom Party, 
has also improved Mr Prams- 
dasa’s prospects of winning a 
second presidential term in an 
election he must call by 
December 1994. 

His overriding problem, how- 
ever, remains the continuing 
war with the Tamil Tigers, 
who have been firm in their 


demand for an independent 
state. 

Aside from the loss of life, 
the government has to care for 
more than im displaced people, 
while in the Tamil-held Jaffna 
peninsula a generation of chil- 
dren have been schooled In 
warfare. 

All Mr Premadasa’s options 
carry the possibility of failure, 
given the deep animosity 
between the Tamil Tigers and 
the government. Opposition 
parties are liable to use any 
peace proposal to accuse Mr 
Premadasa of capitulation. 

The government could opt 
for an all-out effort to crush 
the Tigers, but the army has 
beer severely weakened by the 
loss of senior officers and suc- 
cess cannot be guaranteed. 

An attempt to re-open negoti- 
ations might be made, but the 
separatist leaders have shown 
little inclination for a compro- 
mise settlement The move 
would also risk a backlash 
from the Sinhalese majority in 
the south. 

An all-party parliamentary 


committee - in which Tamil 
parties, but not the Tigers, are 
represented - has been created 
to find a resolution to the con- 
flict However, agreement is far 
from assured and any resolu- 
tion could still be rejected by 
the Tamil Tigers. 

The final option for Mr Pre- 
madasa Is to continue with the 
current stalemate, at least 
until elections are complete, 
with the constant flow of casu- 
alties that this entails. 

However, this course means 
maintaining a defence budget, 
running at 4 per cent of GDP a 
year. 

It would mean further cuts 
in public investment to meet 
donor targets for government 
expenditure - and would 
undermine the long-term pros- 
pects for economic growth. 

The progress made in the 
past, three years is a cause for 
optimism. The success of the 
enclave economy in the south 
west shows what can be done. 
But if Sri Lanka is to realise its 
full potential it must resolve 
its civil conflict 
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Rapidly shedding state controls 


SRI Lanka, embarked on a 
vigorous course of economic 
liberalisation, is rapidly shed- 
ding the vestiges of an inward- 
looking state-controlled econ- 
omy. instead, the country is 
diversifying from a traditional 
agricultural base by attracting 
export-oriented industry. 

There are three main obsta- 
cles to the success of the gov- 
ernment's economic plans: 

• Almost every developing 
country has the same eco- 
nomic agenda and is compet- 
ing to attract foreign capital; 

• Recession among developed 
nations has reduced the pool of 
available capital: 

• Sri Lanka Is still experienc- 
ing a costly and destabilising 
civil war. 

There is. however, cause for 
optimism. 

With single-minded determi- 
nation, Sri Lanka's economic 
technocrats have charted a 
path through the minefield of 
fratricidal war into a period of 
tentative growth. 

Gross domestic product 
(GDP) growth rose from £3 per 
cent in I960 to 6.2 per cent in 
1990 and 4.8 per cent in 1991. 
Although it is forecast at 4J5 
per cent this year, a severe 
drought In the first few months 
wiped out about 1 per cent 
potential growth. 

Between 1978-1991, the share 
of agricultural produce in total 
exports fell from 79 per cent to 
31.5 per cent. Last year, tea 
- Sri Lanka's main agricul- 
tural export - accounted for 21 
per cent of exports, compared 
to 4 84 per cent 13 years earlier. 

In the same period the share 
of manufactured items rose 
from 15 per cent to 60 per cent 
of total exports. The textile and 
garments sector has been par- 
ticularly strong, rising 27 per 
cent last year to 5850m and 
accounting for more than half 
of total manufactured exports. 

There has also been a recent 
increase in the direct foreign 
Investment (excluding the 
stock market) which Sri Lanka 
has attracted, increasing from 
532m in 1990 to an expected 
570m-$120m this year. 

Donor agencies predict flows 
of direct foreign investment 
will reach S300m-$400m a year 
by the second half of the 
decade. 

In its efforts to attract for- 
eign investment, the govern- 


ment has offered generous tax 
holidays and freedom from all 
import and export tariffs for 
export-oriented businesses, 
coupled with the right to remit 
profits. 

Ministry of finance officials 
say that all possible incentives 
are In place and it is now a 
question of marketing the 
reforms. 

Donor agency officials, how- 
ever, Question the govern- 
ment’s emphasis on tax holi- 
days. which for new 
export-oriented businesses can 
extend up to 20 years, equiva- 
lent to the production life of 
many factories. 

In giving these tax breaks, 
the government has cut itself 
off long-term from an impor- 
tant source of revenue. 

Tt*s true, but we just can’t 
help it,” explains a ministry of 
finance official “We had a plan 
to abolish the tax holidays, bat 
then Vietnam, Bangladesh, 
India and Pakistan opened up. 
Unless we offer matching 
returns, it will be difficult to 
compete." 

Donors have asked the gov- 
ernment to reconsider, arguing 

Steps have been taken 
to open the stock market 
to foreign investors 

that foreign companies are 
attracted more by cheap 
labour, a literate workforce, 
reliable Infrastructure and 
minimal bureaucracy, than the 
generosity of the tax structure. 

Many businessmen agree. 
One executive of a multina- 
tional in Sri Lanka says: “We 
don’t go chasing tax holidays. 
If we make a profit, we expect 
to pay some tax." 

On the domestic side, an 
ambitious programme to pri- 
vatise state enterprises has 
begun with 21 companies 
already removed from the gov- 
ernment’s books. 

A restructuring of the eco- 
nomically important, but loss- 
making, tea sector has led to a 
majority of plantations being 
returned to private manage- 
ment 

Steps have also been taken 
to open the stock market to 
foreign investors, promote 
domestic share-ownership and 
develop unit trust and bond 


markets. All this has been 
done with the active support of 
international donors who last 
February pledged Sri Lanka 
582am in, mostly concessional, 
aid for the year. . 

Aid might Increase, In the 
manner of a “peace dividend” 
If a solution to the conflict is 
found- 

Although the government 
has moved rapidly in its eco- 
nomic reforms, much remains 
to be accomplished If longer- 
term recovery is to be secured. 

While exports have increased 
in value, so have imports and 
the trade deficit, which stood 
at 5L02bn last year, remains 
wonyingiy high. 

Remittances from Sri Lan- 
kans living abroad help narrow 
the deficit, but continuing high 
flows of foreign aid are essen- 
tial to balance the country’s 
books. 

The flow of foreign direct 
investment has increased but, 
as the World Bank warned in 
its 1992 country report, Sri 
Lanka remains a marginal 
recipient in world terms. 

There are signs that recent 
economic growth has been con- 
sumer- rather than producer- 
driven. Commercial bank loans 
to the consumer sectors have 
grown, while loans to the com- 
mercial and industrial sectors 
have shown a relative decline. 

The size and make-up of the 
government budget is also in 
urgent need of redress. 

The budget deficit has been 
reduced from almost 16 per 
cent of GDP in 1988 to a fore- 
cast &8 per cent of GDP this 
year, in line with International 
Monetary Fund targets, but 
should be lowered still further. 

The recent reduction of the 
deficit has been achieved 
through a cut in public invest- 
ment, down from 16 per cent of 
GDP in 1982 to just 5.7 per cent 
In 1990, rather than on recur- 
rent expenditure. 

Donors have warned that 
this situation must be reversed 
it Sri Lanka is to maintain the 
quality of infrastructure 
required to attract private 
investment 

There is, however, strong 
pressure on recurrent expendi- 
ture. As a result of the continu- 
ing civil war, the defence bud- 
get has risen from L3 per cent 
of GDP in 1983 to 4.1 per cent 
last year. 


KEY FACTS 


Area : 62.337 sq km 

Population _17.2 million (1991 estimate) 

Head of Stale President Renas mg he Premadasa 

Currency Rupee (SLRs) 

Average Exchange Rate 1991 SI =SLRs41,37, Aug 1992 

$1=SUte44.1 


ECONOMY 


T981 




Total GDP ($tm) 

7 & 

n.a. 

Real GOP growth (%). 

. 4.a 

4.5 

GDP per capita ($) 

Components of GDP (%) 

527 

n.a. 

Private Consumption. ' 

• 77.1 


Total Investment 

23.0 


Government Consumption ...... 

10.1 

rua. 

Exports.: 

28.3 


Imports .. 

-38.5 


Agriculture as % of GDP .... 

22.8 

n.a. 

Inflation (% change pa) 

12.2 

10.8 

Reserves minus gold ($m,Dec).. . 

685 

822 

Ml growth (% pa) — 

18.0 

n.a. 

Treasury Bin rate (% pa, avg)... 

13.75 . 

16.75 

Total external debt (Sbn, Dec)... 

&1 

n.a. 

Current Account Balance (5m)... 

-538 

-219 

Exports (Sow) - 

2,040 

1,070 

Imports (Iran) 

3.061 

1.544 

Trade Balance (Smn)._ 

Main Trading Partners 

-1,021 

-474 

(1991, % by value)- 

Exports 

Imports 

Japan 

5.0 

11.7 

India. .. 


72 

South Korea 


72 

Hong Kong 


6.9 

USA. 

27.4 

5.7 

UK. 

6-2 

5.4 

Germany 

7.3 


Development Indicators 

15-20 yrs 

latest 


ago 

estimate 

Dependency ratio** 

43.4 

37.3 

Urban population (% of total).... 

2Z0 

21.4 

Population growth rate (% pa).. 
Infant mortality rate 

1.6 

1.4 

(per 1000 live births) 

43.8 

19.4 

Adult Illiteracy (% aged 15+)... 

22.4 

11.6 

Life expectancy (years) 

66.0 

71.1 


* = 1992 figures (T reasury Bill rate: June; Reserves: 
August; Trade figures: Jan-Jun total; Consumer prices: 02; 
GDP growth: Donor estimate for 1992) 

“= % of population aged under 14 or over 65 

Source:IMF. World Bank, Economist Intelligence Unit. 


In addition, the cost to gov- 
ernment of caring for more 
titan lm people displaced by 
the conflict amounted to 
SLRs4J%d or more than l per 
cent of GDP last year. 

Expenditure on social wel- 
fare programmes in 1991, 
deemed essential by some gov- 
ernment officials if further 
civil disruption is to be 
avoided, amounted to 
SLRs7.8bn. 


With these levels of recur- 
rent expenditure, economists 
are sceptical whether Sri 
Tanka can average more than 
5.5 per cent GDP growth a 
year, significantly below its 
potentiaL 

Despite the best efforts of 
government technocrats, the 
civil war remains the decisive 
factor in the economy. 

William Keeling 


PRIVATISATION 


An astute campaign 


THE g ove rn me nt's programme 
to privatise state-owned enter- 
prises bad a slow start after 
first being mooted in 1987. The 
programme was bom when 
three other issues dominated 
the government’s a genda: ovfl 
war in the north of the coun- 
try, insurrection in the south 
and a presidential election in 
December, 1988. 

It took until November, 1989, 
for the first company, Doited 
Motors, to be freed from state 
ownership. Since then, 2L com- 
panies have been divested, 
raising more than SLRsShn in 
revenue. Government officials 
are confident they can sell off 
the remaining 40 of those cur- 
rently on offer by nest June. 

This may be over-optimistic 
given the limited resources at 
the government's disposal to 
value and market the assets, 
and to evaluate teds. 

The government has also 
sold off some of the best com- 
panies first and may straggle 
to persuade private investors 
to take up the serious loss- 
makers. 

As with the privatisation of 
the plantation and transport 
sectors, which have been con- 
ducted under separate pro- 
grammes, a rump of unprofita- 
ble companies is likely to 
remain in government hands. 

The issue of whether to con- 
tinue subsidising or to liqui- 
date these companies remains 
unresolved. The privatisation 
programme, however, is gath- 
ering momentum and most 
potential pitfalls are behind It. 

It has been backed by an 
astute awareness campaign 
which, nsing an an cient fertil- 
ity symbol as its mascot, has 
renamed privatisation “peaple- 
isation". 

Mr Tissa Jayasinghe, who 
heads the privatisation pro- 
gramme at the Ministry of 
Finance, explains that the 
media campaign was “written 
in a provocative manner, 
because we wanted feed-back. 
We wanted to provoke debate." 

One advert detailed the cost, 
about $500m, of subsidising 
state companies between 
1984-86. “Nobody had really 
exposed this before. There was 
a lot of hue and cry" says Mr 
Jayasinghe. 

The privatisation of United 
Motors, through the sale of 90 
per cent of its listed shares to 



Other Issues dominated the government's agenda, Including an 
election: A victory sign from President Ranaslnghe Premadasa 


the public, took place against 
the backdrop of the People's 
liberation Front (JVP) insur- 
gency. The remaining 10 per 
cent holding was split between 
the company’s employees and 
Mitsubishi of Japan. 

The privatisation commis- 
sion warned that the issue 
would foil but the government 
pushed ahead, determined not 
to allow the insurgency to 
undermine its economic pro- 
gramme and to fulfil its com- 
mitments to international 
donors. 

Underwriters were left hold- 
ing more than two-thirds of the 
shares at an Issued price of 
SLRsll per share. “Banks were 
crying about it at the time,” 
admits Mr Jayasinghe, and 
opposition parties called for 
the programme to be scrapped. 

The government's response, 
now considered by officials to 
have been a mistake, was to 
sell the next company, Thulhl- 
riy a Textile Mills, to a single 
buyer. Kabool Spinning and 
Textile of South Korea. 

In commercial terms, the 
sale was a success. Kabool paid 
56m for the company and 
since invested a further 520m. 
One fifth of the 3,000 employ- 
ees were surplus to require- 
ments when toe company was 
sold, but the workforce has 
since been expanded to 3,600. 

The method of privatisation 
- selling a company in its 
entirety to a foreign buy- 
er - was controversial. As Mr 
Jayasinghe explains, in theory 
“state enterprises are owned 
by all the people, and when 
you divest you must allow peo- 
ple a right to take a share". 


The government has now 
produced a formula which, 
although flexible, provides a 
standard for privatisations to 
follow. 

The government aims to sell 
a majority shareholding, usu- 
ally 60 per cent, of a company 
to a corporate investor based 
on the criteria of price, creden- 
tials and future plans for 
investment 

A 30 per cent tranche of 
shares is then sold to the pub- 
lic with the aim of creating a 
broad base of about 35,000 
shareholders. 

The remaining 10 per cent of 
shares are distributed to 
employees on the basis of 
length of service. With the 
value of the shares they 
receive often many times their 
annual salaries, there has been 
little employee resistance to 
privatisation. 

The opening up of the stock 
market to foreign investors, 
and the imminent arrival of 
five foreign broking houses in 
Colombo, should help the gov- 
ernment’s drive to find inves- 
tors for forthcoming issues. 

The most serious question 
hanging over the programme is 
the viability of those compa- 
nies yet to be sold, some of 
which cany a heavy burden of 
debt 

A government policy barring 
privatised companies from 
making employees compulso- 
rily redundant is also likely to 
hamper toe sales of the more 
marginal businesses, especially 
those which currently enjoy 
high tariff protection. 

William Keeling 



A solid foundation 
for your 
business plans 
in Sri Lanka 



To the dynamic businessman looking to new horizons 
Sri Lanka is an excellent prospect- Opportunities are 
plentiful. 

A burgeoning economy, a skilled workforce, compara- 
tively favourable overhead costs and developed support 
services make Sri Lanka a very attractive venue for in- 
vestment 

To make your plans a reality you need a solid founda- 
tion; a bank that knows Sri Lanka and knows the world. 
Hatton National Bank whose international connections 
date back to mote than a century, is the largest privately 
owned bank in the counhy. Respected both in Sri Lanka 
& the world for its stability & vision the bank operates 
46 local brandies and has over 400 correspondent banks 
in more than 76 countries. 

The bank provides a comprehensive array of domestic 
and international services. 

Make an auspicious beginning to your business plans in 
Sri Lanka. Team up with Hatton National Bank. 



HATTON 

NATIONAL BANK 

lfirar Partner in Progress 

10, RJL de Mel Mawaifaa, Colombo 3, Sri Lanka 
Telephone: 20745, 421885-7 ^ 

Telex: 22152 HATNBK CE Fax: 440658 



The leading edge in Sri Lanka 
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Jardine Fleming 
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■ SEPARATIST WAR 


■ EXPORTS 


Religious and political roots 



THE Sri Lankan civil war, 
which erupted in 1983 from the 
long-smouldering volcano of 
Sinhalese-Tamil ethnic ten- 
- sions, shows few signs of abat- 
ing. 

The Liberation Tigers of 
Tamil Eelam (LTTE) continue 
their guerrilla wax in pursuit 
of an independent Tamil state 
In the north and east The gov- 
ernment remains firm in deny- 
ing them that goal. Talks with 
the Tigers have broken down. 

Fourteen months of relative 
peace, during which the LTTE 
held negotiations with the 
newly-elected administration 
of President Ranasinghe Pre- 
madasa, ended abruptly in 
June 1990 when the Tigers 
attacked several police sta- 
tions. The army retaliated 
fiercely, setting in motion a 
further period of bloodletting 
during which as many as 
10.000 people have died. 

Years of conflict have pro- 
duced a refugee crisis in which 
as many as 1.5m people have 
been “uprooted, displaced or 
exiled”, according to the Brit- 
ish Council for Refugees. It is a 
war which, says Mr Neelan 
Tiruchelvam, director of the 
Colombo-based independent 
Centre Tor Ethnic Studies, has 
seen the “progressive brutalis- 
ation of all areas of society”. 
Neither the army nor the 
LTTE, he says, have shown 
regard for human rights. 

In the latest incident earlier 
this month. Tigers were 
reported to have killed about 
190 people, largely Moslem 
civilians, in raids on four vil- 
lages in the northern Polonna- 
ruwa district 

Civil strife has also stifled 
economic growth. Military 
expenditure soaks up about 13 
per cent of the budget and for- 
eign investors are wary of com- 
mitting themselves to a coun- 
try at war. 

The outbreak of fighting in 
1990 marked the third stage of 
the conflict which first flared 
up in 1983 after LTTE terrorist 
attacks provoked a wave of 
anti-Tamil riots. 

The war entered its second 
phase in 1987 following the 
signing of the Indo-Sri Lankan 
accord which drew up the 
framework for a long-term 
solution to the Tamil question. 
The accord, however, rapidly 
broke down as Indian peace- 


keeping troops became 
e mbro iled in battle with the 
LTTE. 

Mr Fremadasa, after his elec- 
tion as president in December 
1983, negotiated the with- 
drawal of Indian troops and 
began discussions with the 
Tigers. The collapse of talks in 
June 1990 led directly to the 
third phase of the conflict from 
which the country shows few 
signs of emerging. 

Since then security forces 
have prosecuted the war with 
venom and in recent months 
have turned their attention to 
Jaffna peninsula, the Tigers’ 
principal stronghold. Govern- 
ment troops have started to 
capture rebel-held towns 

within the peninsula , althoug h 

officials deny there is any 
imminent intention to t«i»» the 
regional capital, Jaffna. 

The army has been embold- 
ened by India's decision in May 
to ban the Tigers, held respon- 
sible for the assassination of 
Rajiv Gandhi. India's move has 
deprived the separatists of 
their main ally and has helped 
to stem the flow of weaponry 
that is smuggled across the 
Palk Straits which separates 
Sri Lan ka fr om India. 

Hie LTTE may be down, but 
It is not out The army admits 


to having lost nearly 900 men 
this year. In August the Tigers 
scored what was publicly 
acknowledged as a “devastat- 
ing blow” when a landmine 
killed many senior army offi- 
cers, including Maj-Cen Denzil 
Kobbekaduwa, military com- 
mander of the north. He was 
widely regarded as a peace- 
maker, seeking long-term solu- 
tions to the crisis. 

With the net closing upon 
them in the north, the Tigers 
have turned their attention to 
the east, which represents the 
biggest obstacle to peace. Mos- 
lem Tamils, whom the Tigers 
feel have betrayed the Tamil 
cause, have become a particu- 
lar target 

T amils constitute only 40 per 
cent of the eastern province, 
but the Tigers claim it as part 
of th eir e thnic constituency. 
The LTTE says successive gov- 
ernments have pursued a pol- 
icy of “colonisation”, peopling 
the east with Sinhalese in 
order to water down Tamil 
influence. 

The tangled roots of Sri Lan- 
ka’s civil strife are both reli- 
gious and political. Sinhalese 
Buddhists, described by one 
commentator as a “majority 
with a minority complex", 
make up 75 per cent of the 


population but fear the asser- 
tion of Tamil statehood as a 
threat to Buddhist culture. 

The Buddhist clergy in par 
ticular, says Mr Tiruchelvam, 
“believes that Its sacred duty is 
to protect Buddhism in the 
ocean of Hinduism that is 
India”. The southern Indian 
state of Tamil Nadu, home to 
60m Tamils, is only 20 miles 
from Sri Lanka. 

Tamils, in turn, feel discrimi- 
nated against, largely in the 
areas of language and employ- 
ment When the British with- 
drew from the island in 1948, 
English-speaking Tamils domi- 
nated the civil service. How- 
ever, they soon found them- 
selves subject to pro-Sinhalese 
laws rendering Shihala the offi- 
cial language, and introducing 
a quota system to improve Sin- 
halese job prospects. Education 
became largely segregated. 

The Sinhalese felt such poli- 
cies were a means of redress- 
ing historical inequities. To the 
T amils they were the start of a 
S inhales e assault 

Much of this legislation has 
since been toned down. Tamil 
is now "an” official, language 
(although Sinhala remains 
“the” official language) — and 
a system of provincial councils, 
aimed at devolving power, has 


been established. A referen- 
dum in the eastern province on 
potential merger with the 
north has never gone ahead 
because of continued fighting. 

Caught in this ideological 
crossfire Is President Prema- 
dasa who has shown himself 
willing - at least publicly - to 
negotiate with the Tigers. His 
room to manoeuvre is limited. 
Cede too much and he will 
antagonise. the powerful Bud- 
dhist hierarchy. Cede nothing, 
and he faces the prospect of 
interminable war. 

According to Mr Tiruchel- 
vam, Mr Premadasa - who has 
effectively already begun his 
re-election campaign - has lit- 
tle to gain from a swift settle- 
ment “There are no short-term 
benefits in forging a political 
solution, as whatever Initia- 
tives he made would produce 
some sort of backlash in the 
south.” 

Yielding too much to the 
Tigers would render him 
almost unelectable, according 
to Mr Tiruchelvam. Recent 
peace proposals put forward by 
a senior cabinet minister were 
quickly dropped when it 
became clear that Sinhalese 
stalwarts were not prepared to 
stomach a deal. 

There is, says Mr Tiruchel- 
vam, one chink of light Last 
August “for the first time in 
our history", an all-party par- 
liamentary select committee 
was set up to put forward 
peace proposals. The commit- 
tee provides a forum for talks 
with moderate Tamil groups, 
such as the Eelam People's 
Democratic party and the 
Tamil United Liberation Front 

Any lasting solution must be 
forged on an all-party basis. 
Too often in the past political 
parties have whipped up. chau- 
vinist fervour for purely 
short-term electoral gain. 

The tact that President Pre- 
madasa has not followed 
India’s lead in banning the 
Tigers leaves open the possibil- 
ity of future negotiations. 

The president has set several 
preconditio ns f or direct talks 
with the LTTE, including the 
demand that they lay down 
their arms. Prospects of this l 
happening remain slim and so, i 
in the meantime, the fighting 
continues. 

David Pilling ! 


Crucial component 


COLOMBO'S attempt to 
increase and diversity exports 
is a crucial component of Its 
ambitions to join the league of 
newly industrialised nations. 

Since it took tentative steps 
1 towards economic liberalisa- 
tion in 1977, the aim has been 
to move away from the tradi- 
tional mainstays of tea, coco- 
nut and rubber towards devel- 
opment driven by value-added 
exports. 

Much has already been 
achieved. By 1991 Industrial 
goods accounted for about 60 
per cent of export earnings, 
compared with only 33 per cent 
in 1980. That figure is expected 
to rise to 65 per cent this year. 

The range of value-added 
goods has also grown. Over the 
past six years, the catalogue of 
export items has risen from 60 
to about 400, according to gov- 
ernment officials. In addition 
to textiles, exports Include 
chemicals, petroleum products, 
leather and plastic items, agro- 
industrial goods, as well as cut 
gems and riiamnnriH . 

There is still plenty to be 
done, particularly if Sri Lanka 
is to wean itself from an over- 
reliance on the textile industry 
which still accounts for half of 
manufactured exports. First, It 
will need to attract more for- 
eign capital, a requirement 
that has led Colombo to accel- 
erate its programme of invest- 
ment liberalisation. 

To that end President Rana- 
singhe Premadasa has, in 
effect, declared the entire 
island a free trade zone, offer- 
ing investment incentives to 
virtually all newcomers. With 
the exception of strategic 
industries - such as weapons 
manufacture - companies set- 
ting up export-led businesses 
will automatically benefit from 
a package of incentives includ- 
ing tax holidays, access to for- 
eign exchange, duty-free 
import of equipment and repa- 
triation of profits. 

Such benefits were previ- 
ously restricted to companies 
established under the auspices 
of the Greater Colombo Eco- 
nomic Commission (GCEC) 
which runs Sri Lanka's free 
trade zones, of which there are 
now three. The GCEC. set up 
in 1978 to “spearhead export- 
led development", marked 
what Mr Frank Weeraratne, 
deputy director-general of the 



Weeraratne: 'Phenomenal 
Increase In investment 1 


commission, calls a "water- 
shed” in economic policy. 

The commission's task was 
to promote foreign investment, 
boost exports, provide employ- 
ment and facilitate a transfer 
of technology. All were to be 
achieved by shifting the econ- 
omy from its “restrictive, high- 
ly-regulated system”. 

Under the latest reforms. 
GCEC authority has been 
extended to cover island-wide 
export-led investments. The 
GCEC - shortly to be renamed 
the Board rtf Investment - will 
act as a “one-stop shop” for 
Investors, cutting out bureau- 
cratic delays and wooing for- 
eign capital, says Mr Weerar- 
atne. 

The extension of incentives 
is in part a response to the 
disappointing level of foreign 
investment which, until last 
year had not risen above $40 m 
annually, mainly from other 
Asian countries. 

The latest World Bank coun- 
try report says these levels of 
foreign investment should be 
compared with competitors 
such as Thailand and Malaysia 
which, in 1989, attracted 
inflows of J1.7bn and $i.8bn 
respectively. 

The finance ministry is not 
unduly alarmed by such com- 
parisons. “East Asian Investors 
are traditionally quite wary,” 
says one senior official. 
“Investment was quite slow to 
begin with in Thailand and 
Indonesia as welL But, now we 
have succeeded in establishing 
macroeconomic stability and. 
to a reasonable extent, political 
stability, we are confident that 
inflows will improve.” 

In addition to broadening the 
incentives available, the scope 
of projects qualifying tor bene- 


fits is also being enlarged. 
Infrastructure, tourism, provin- 
cial development and "flag- 
ship” companies - with an 
investment of more than $S0m 
- are among those qualifying. 

The legacy of bureaucracy, 
however, may be hard to shake 
off and the GCEC needs to 
prove itself capable of acting 
swiftly and efficiently. New 
incentives are coming in so 
rapidly that there have been 
complaints that the GCEC has 
been applying them Inconsis- 
tently. 

Mr K. Gunaratnam, chair- 
man of the Export Develop- 
ment Board, admits: “We can 
be inconsistent In the treat- 
ment of foreign Investors." 

Mr Gunaratnam says there is 
also a public relations battle to 
be won. Investors must be con- 
vinced that the civil war is 
regional and presents no bar- 
rier to conducting business on 
the rest of the island. The 
country's advantages, such as 
a well-educated, “reasonably 
cheap” labour force as well as 
its strategic position, should be 
stressed, he says. 

Mr Weeraratne at the GCEC 
believes the battle is already 
being won and speaks of a 
“phenomenal increase in 
investment”. The figures have 
yet to bear out such unbridled 
optimism, but foreign interest 
has undoubtedly been pro- 
voked. 

The number of GCEC-ap- 
proved projects has begun to 
climb, reaching 507 by June 
1992. Manufactured exports are 
outstripping growth in other 
areas. The value of industrial 
exports rose from SLRs4l.5bn 
in 1990 to SLRs 50.7bn in 1991 
and Is expected to reach 
SLRs66bn this year. 

Most encouraging of all are 
signs that foreign inflows are 
beginning to rise. Donors esti- 
mate that direct investment 
was $50m last year (against 
$32m in 1990) and will rise to 
between $70m and $l20ra in 
1992. 

Given current trends, donors 
say it la realistic to expect 
annual inflows of $300m-$400m 
by mid-decade. An end to civil 
conflict, as in so many areas of 
the island's economic develop- 
ment, could spur even foster 
growth. 


David Pilling 
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A profit centre to make 
anyone stand on his head 
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Competitive manufacturing costs 
with iow cost labour and an 
educated work force generates high 
profits in Shri Lanka. 

At the Greater Colombo Economic 
Commission (GCEC), the ‘one stop 
shop’ investment authority, we are 
committed to serve you. 

We assist you in everything from 
visas to project approval, seeking 
land and workers, even import and 
export procedures and many more 
services. 

Talk to us today about investing in 
Shri Lanka. We have many an 
opportunity for you, whether it be 
in industry, infrastructure 
development, agriculture, tourism, 
or even constructing industrial 
parks. 

Whether a 100% foreign 
investment or with local 
collaboration, the tax free holidays 
extend upto IS years, while shares 
are freely transferable. 

Together with the beauty and charm 
of Shri Lanka, with high quality 
living at low prices, what emerges is 
a combination which is hard to beat 
That’s why investors say Shri Lanka 
is the new profit centre of Asia to 
make anyone stand on his head. 

For more information, write or fax: 


Greater Colombo Economic Commission 

1 4 Sir Baron Jayatilleke Mawatha, Colombo 1 , Shri Lanka. 

Tel. 94-1-448880, 422407 Tlx. 21428 Fax. 94-1447995 


An International Blend Of Financial 
Knowledge With A Unique Local Flavour. 




■ To succeed in a land of such 
enormous potential as Sri Lanka, 
you need a bank with a thorough 
understanding of local market 


With a century of experience in 
Sri Lanka, we can provide our 
customers wilh invaluable insight 
and market knowledge. 

And as ihc principal member 
of the HSBC Group, wc offer the 
support oF the Group’s network of 
3,300 offices worldwide, including 


Sir Baron Juyatilaka Mawatha. 
Colombo 1, Sri Lanka. 

Tel:44659 1 : our London Office ul 
99 Brshopsgatc. London EC2P 
2LA, Tel: (07 1 ) 638-2366: or your 
nearest HongkongBank office. 


conditions. 

HongkongBank. 

No other bank lias a deeper 
understanding of Ash. 


over 600 in Asia 

For more information about 
our banking services in Sri Lanka ; 
contact our Colombo Office at 24 
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HongkongBank 
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■ BANKING 

Who reaps benefits of 
economic growth ? 

BANKERS in Colombo express 
their avid support for the gov- 
ernment's liberal economic pol- 
icies. In the past three years, 
business has picked up, offices 
have been refurbished and the 
freeing of exchange controls 
has allowed foreign banks to 
repatriate profits. 

Government officials, how- 
ever, are not so enamoured 
with the banks and claim they 
are monopolising the benefits 
of economic growth. The gov- 
ernment has adopted a cam- 
paign of moral persuasion to 
convince banks that, unless 
the "trickle down" to poorer 
sections of the population is 
increased, social unrest may 
re-emerge. 

The response from banks has 
not been encouraging. One 
executive noted bluntly: Tm 
not going to lend on the basis 
of a threat of insurgency two 
years down the Hue". 

Sri Lanka is not alone among 
developing countries in exper- 
iencing the rude shock that, 
upon liberalising the economy, 
banks prove reluctant to fluid 
the government's social 
agenda. Despite its frustration, 
however, the government is 
unlikely to alter its policy of 
reducing the state’s role in the 
banking sector. 

in the short-term, this will 
require firm action in restruct- 
uring the two state banks and 
setting a timetable for banks to 
comply with Bank for Interna- 
tional Settlements (BIS) guide- 
lines, particularly on capital 
adequacy. Sri Lankan banks' 
capital requirements are based 
on a percentage of customer 
deposits, a standard not recog- 
nised internationally. 

The two state banks. Bank of 
Ceyion and the People's Bank, 
account for about 70 per cent 
of total lending and dominate 
the industry. But years of mis- 
management and political 
interference have left them 
undercapitalised and with a 
large volume of non-perform- 
ing loans. 

Central bank officials will 
only describe the state banks’ 
capital adequacy ratio (CAR) 
as "low" and the requirement 
for new capital as “substan- 
tial”. Private bankers suggest 
the two banks have a CAR of 
about 4 per cent of risk- 
weighted assets, compared to 8 
per cent under BIS guidelines. 

The central bank is also 
reluctant to publicise the state 
banks' non -performing loans 
but these may be as high as 30 
per cent of their portfolios, 
according to bankers. 

A World Bank plan to split 
each state bank into two com- 
panies - one to take the sub- 
stantial burden of debt and be 
slowly run down, the other to 
emerge as a financially sound 
and efficient enterprise - was 
rejected by the government 
This followed concern, gov- 
ernment officials say, that the 
plan would entail the closure 
of many rural branches and 
the retrenchment of staff. The 
government has also ruled out 
a World Bank suggestion that 
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Lankem Ceylon Lid. 

Manufacturers and distributors of paint, agro and industrial chemicals etc., 
under license from leading multinationals. 

York Arcade Holdings Ltd. 

A real estate and property development company. 

E. B. Creasy & Co. Ltd. 

A 100 year tradition of marketing and distribution of consumer 
products/durables. 

Voyages Ceylan Ltd. 

Long established in the travel and leisure industry, both as tour operators 

and hoteliers. 

Pood Processing Co. Ltd. 

Pioneers in food processing in Sri Lanka. 

Muller & Phipps (Ceylon) Ltd. 

Markets a range of international health, body care and consumer products. 
Do business with the 'right company’ in Sri Lanka. Contact 



THE COLOMBO FORT GROUP 

274/1 York Arcade Building Colombo I, Sri Lanka. Tel: 446369, 26287. Fax 438014, Ttc 22604 CE. 



A “trickle d own" to poorer sections of the population Is needed 


the two banks be privatised. 

“We are not moving towards 
privatisation. We are moving 
towards commercialis- 
ation - winking them commer- 
cially viable entities - which 
may achieve the same result as 
that of privatisation," explains 
Mr S. T. Fernando, deputy gov- 
ernor of the central bank. 

The private banks in Sri Lan- 
ka - 17 foreign and four 
domestic - are in better shape, 
although many do not fully 
recognise their non-performing 
loans and may need to increase 
capital to satisfy the BIS. 

It remains uncertain when 
the guidelines will be imple- 
mented. A deadline of January 
1 next year had been set but 
government officials now con- 
cede the state banks will be 
unable to meet that date. Cen- 
tral bank rules demand that 
the guidelines be enforced on 
all banks simultaneously. 

Other weaknesses of the sec- 
tor include a volatile interbank 
rate which, due to the domi- 
nant role of the two state 
banks in the interbank market, 
can vary over 20 percentage 
points in any one week. 

Central bank officials say 
they would like to see gener- 
ally lower interest rates. But 
they add that until a long-term 
capital market is established, it 
will be impossible to decide 
bow low a short-term interest 
rate should be. 

Banks currently offer deposit 
rates of 15-17 per cent and lend- 
ing rates anywhere from 18-23 
per cent, giving a spread on 
high risk loans of up to 8 per 
cent On their dollar offshore 
accounts, banks are offering 
around two percentage points 
above Libor for deposits. 

Government treasury bills. 



Fwnando: ‘We are moving 
towards comma rdalisation’ 


of which there are about 
SLRs75bn outstanding, give 
about 18 per cent interest - a 
real interest rate, once infla- 
tion is deducted, of 7 per cent 
This h as led many hanks with 
excess dollars to buy rupees on 
the interbank market and 
Invest in treasury bills. 

While the treasury bills have 
helped to fund the govern- 
ment's budget deficit, their 
high interest rate has under- 
mined its campaign to per- 
suade hanks to lend to the pro- 
ductive sector. As one central 
bank official notes: “With a 
risk-free investment providing 
18 per cent, why look around 
for productive investment 
which carries a risk?" 

While the task of restructur- 
ing the sector is a big one, the 
government and central bank 
have maintained a decent 
record at tackling important 
issues. In particular, they have 
followed an International Mon- 
etary Fund prescription of lim- 
iting the growth of bank credit 

The banking sector’s assets, 
mndft up primarily of customer 
loans, grew from SLRs81bn at 
the end of 1990, to SLRsl02bn 
last June. In September, the 
central bank demanded that 
banks placed with it the rupee 
equivalent of 13 per cent of 
onshore foreign currency 
deposits. This removed 
SLRsl^bn from the banking 
system, tightening the govern- 
ment’s control over money 
supply and reducing banks’ 
ability to lend. 

“Banks certainly do fed the 
pinch of keeping this money 
sterile here and not taming s 
interest, but that is part of the 

gamp. We have to maintain a 

certain amount of monetary 
discipline," says Mr Fernando. 

Bankers say, however, that 
the derisinn marked the break- 
down of an informal dialogue 
between the central bank and 
private financial institutions 
over policy changes. 

Central bank officials say it 
reflected their growing confi- 
dence in supervising the econ- 
omy. Mr Fernando says: 
“There was no necessity for 
discussion with the commer- 
cial hanks, because the central 
bank was quite convinced it 
was a decision in the right 
direction". 

William Keeling 


■ STOCK EXCHANGE 

Long-term potential should 
soon become clearer 


All share price index 



Market capitalisation 
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WHEN visiting the Colombo 
Stock Exchange floor it is 
advisable to take ear-plugs. 
Respectably dressed traders 
compete with each other to 
secure deals by bawling prices 
1 at high decibels. Mr Ravi 
1 Peiris, the general manager of 
the exchange, smiles wryly and 
says: "The people sent here by 
brokers tend to. have loud 
voices". 

Despite a history stretching 
back almost 100 years, it is 
only recently that the stock 
exchange has come to life. A 
share market was inaugurated 
in Colombo in 1896 when com- 
panies wishing to finance tea 
plantations raised funds by 
o ffer ing shares to the public. 

The market, however, was 
characterised by inactivity and 
was almost destroyed by the 
nationalisation policy adopted 
by the 1970-1977 government of 

MTS Slrimn Rimriaranaiku 

Even after the election of the 
United National Party govern- 
ment in 1977, with its espousal 
of liberal economic policies, 
the then-titled Colombo Securi- 
ties Exchange struggled for 
survival. Mr Peiris admits 
“awareness was so low, people 
thought we were providing per- 
sonal security services". 

Since 1990, the government 
has progressively dismantled a 
tax structure which had been a 
disincentive to equity invest- 
ments. In the past two years a 
15 per cent withholding tax on 
dividends, a 100 per cent tax on 
the transfer of shares and all 
capital gains taxes have been 
removed. 

The response has been a 
surge in dally turnover from 
just SLRsl.5m in 1989 to 
SLRs25m this year. Market 
capitalisation has also jumped 
from about SLRslSbn in 1989 to 
more than SLRsSObn last year, 
although a slide in share val- 
ues in the past 10 months has 
seen it decline to about 
5LRs75bn. 

The growth of the market 
has coincided with a move to 
computerise the workings of 
the exchange, starting from the 
back office. 

Whereas the open “out-cry" 
system of making rivals is Used 
on the trading floor, all clear- 
ing and settlement is fully 
automated. The sys- 
tem - which cost just $135,000 
and became operational in Sep- 
tember 1991 - gives Colombo 
the technological edge over 
most emerg in g markets which 
still rely on physical transfer 


of scrips to complete deals. 

In tie relative peace of his 
office - the trading floor ram- 
bles in the background - Mr 
Peiris watches the real-time 
deals on his computer console. 
The information is simulta- 
neously transmitted, to the 11 
licensed brokers and to “retail 
shops” operated by two leading 
brokers, where the general 
public is invited to punt on*the 
market 

However, while Colombo can 
feel satisfied with the progress 
made so far, it still ranks 
among the smallest of the 
emerging markets. 

Only 60 of the 188 listed com- 
panies are actively traded and 
trading volume is so low as to 
make it difficult for large 
Investors to move in and out of 
positions rapidly. 

There are also signs that 
domestic enthusiasm is waning 
and companies have found it 
increasingly difficult to raise 
Capital through the market. 

While SLRs2bn in new issues 
was raised In the first seven 
months of the year and rights 
issues totalling SLRsl^bn were 
also launched, underwriters 
have had to step in with sev- 
eral offers not hilly subscribed. 

The creation of four unit 



Mrs Sirima BandaranaBce: 


adopted nationalisation policy 


trusts this year also hurt the 
equity market. While the trusts 
can invert in equities, brokers 
say all but a fraction of their 
funds have gone into time-de- 
posits and low -risk treasury 
bills. The trusts, which carry 
generous tax incentives for 
investors, attracted SLRs2bn 
which might otherwise have 
been placed in equities. 

Since iast December the Col- 
ombo Inder fallen by one- 
fifth in what brokers politely 
call “a correction". But as Mr 
Accra Wickremastnghe, direc- 
tor of brokers Forbes and 
Walker says: “Fm surprised 
the market didn’t collapse. It 
only dropped 20 per cent. In 
that context, it’s a very strong 
market" 

The longer-term potential of 
the market should soon 
become clearer with the immi- 
nent arrival of five foreign bro- 
kers - Jardfne Fleming, Smith 
New Court Sasoons, Develop- 
ment Bank of Singapore and 
Crosby Securities - to compete 
with the U local brokers. 

Mr Apt Gunewardene, man- 
aging director of CRN Fond 
Management, believes toreign 
brokers will “add value to the 
market in terms of research. 
The market needs a new infu- 
sion of expertise to expand far- 
ther". 

Leading local brokers hope 
to maintain a sufficient market 
share through their network of 
domestic clients and accept 
that without the attention of 
foreign investors, the market 
will stagnate. 

“We bring a lot of potential 
buying power for Sri Lankan 
equities." Mr Timothy 

Beardson, chairman of Crosby 
Securities (Hong Kong), 
although he adds tha t “inter- 
national institutions are likely 
to hold back for a year or two” 
before committing funds to 
Colombo. 

In June the government 
agreed to allow foreign inves- 
tors to own 100 per cent of 
most listed companies and 
about 25 regional funds run by 


international financial institu- 
tions have started investing in 
the market. 

The government’s privatisa- 
tion programme should help 
improve the market’s liquidity 
with its policy of broadening 
the base of share ownership. 
The government lias divested 
21 companies to date (exclu- 
ding the plantation and trans- 
port sectors) and a further 40 
are slated for privatisation by 
next June. 

Colombo has also avoided 
the regulatory scandals suf- 
fered by other emerging mar- 
kets such as Bombay and Jak- 
arta, with strict rules on 
disclosure. 

Brokers are confident they 
can allay investor’s concern 
over the continuing separatist 


war in the north and east of 
the country, so long as 
national economic growth can 
be maintained. 

Mr Wickremasinghe believes 
investor familiarity Is the key 
to a market’s success. He 
points to the willingness of US 
investors to deal in the Manila 
stock market, which enjoys 
daily turnover of about $7^m, 
despite the Philippines’ volatile 
political record. 

Brokers also point to China’s 
stock exchanges which have 
boomed despite uncertainty 
over the future direction of the 
communist government, and to 
Thailand where political tur- 
moil has led to record trading 
on the Bangkok bourse. 

William Keeling 


ORGANISED labour in Sri 
Lanka is once again restive, 
and confrontation between the 
traditionally powerful unions 
and the Premadasa administra- 
tion cannot be ruled out 
The government has sought 
to trim the fat from its bloated 
civil service and wage freezes 
have began to affect living 
standards of lower middle-class 
public servants. 

Last month, a 28-day work- 
to-rule paralysed Colombo port 
and many ships were diverted 
to Singapore. As the costs 
mounted, the government 
agreed to negotiate. 

The strike was supported by 
opposition political parties and 
by the pro-opposition press. 
Unions rejected offers from 
shipping agencies of “incmitive 
allowances" for unloading 
urgent cargo. In the end , the 
ports authority agreed to talks. 

Interestingly the chief nego- 
tiator was not the ports author- 
ity c h ai r man, but Mr R-Pas- 
karalingam. President 
Ranasinghe Premadasa’s top 
economic adviser and chief 
negotiator with international 
donor agencies. 

The government was keen 
not to have the prospects of 
economic growth wrecked by 
union activity. 

Colombo port, considered the 
best in south Aria, has a long 
history of labour unrest The 
port was nationalised in the 
1950s, a move that increased 
the power of unions which 
soon began to organise wild-cat 
strikes. 

Mr Lee Kuan Yew, former 
prime minister of Singapore, 
once said that the economic 
success of his island state was 
“largely because of Ceylon’s 
failure”. He said that, before 
that period, Colombo bad been 
known as the “Clapham Junc- 
tion of the east" (after a busy 


■ LABOUR AND TRADE UNIONS 

Confrontation may be looming 


London railway station), but 
had wrecked its future through 
the mishandling of labour and 
ethnic relations. 

The jibe is one with particu- 
lar potency for the Premadasa 
administration which is 
attempting to engineer pre- 
cisely the type of economic 
miracle achieved in Singapore. 

Recent union unrest has not 
been an entirely economic 
affair. Opposition political par- 
ties, Increasingly desperate 
after 15 years in the political 
wilderness, may be tempted to 
use trade unions as a stick 
with which to beat the Prema- 
dasa administration. 

The opposition, led by the Sri 
Lanka Freedom Party, has a 
long-standing alliance with the 
traditional “Marxist” left, 
which in turn controls many 
trade unions. 

Mr Premadasa. however, has 
shown himself prepared to 
negotiate with unions as in the 
case of state hank employees. 
The government, seeking to 
reconstitute the two state 
banks, chose not to seek out- 
right confrontation, but 
instead offered a “golden hand- 
shake" in order to cut staff 
Moreover, the administration 
stopped short of privatisation, 
instead choosing to “commerci- 
alise" the banks. 

And the unions are not 
wholly bent on confrontation. 
Replying to private sector crit- 
ics, Mr Tennekoon Rusiripala, 
president of the bank employ- 
ees union, explained: “We 
appreciate how the political, 
economic and social environ- 


ment is chang in g , and we do 
not wish to be left behind in 
the race. Our concept is that 
trade unions should be essen- 
tial partners in any dialogue 
on social progress." 

Government handling of 
organised labour has uot 
always been so deft. In Septem- 
ber it was rash enough to 
introduce an “emergency main- 
tenance of exports" regulation, 
banning any form of trade 
union activity in the free trade 
zones. 

The legislation had been 
introduced in response to for- 
eign investors, now a fast-ex- 


panding community, which 
had requested “protection" 
from labour unrest The gov- 
ernment miscalculated that it 
could get away with what were 
universally described as “dra- 
conian” measures. 

In the face of strong protest 
- Including outbursts from 
opposition benches, threats 
from the unions, and strongly- 
worded resolutions by human 
rights groups - the govern- 
ment was forced to baric down 
and withdrew the regulation. 

Despite such periodic con- 
frontations between govern- 
ment and unions, last year the 


amount of labour unrest actu- 
ally felL There were about 100 
strikes involving 57,000 work- 
ers in the private sector, a big 
improvement in terms of work- 
ing days lost over 1990. 

Such Improved labour rela- 
tions may be hard to maintain. 
Both the Implementation of the 
IMF programme, as well as the 
government’s aggressive policy 
of attracting foreign invest- 
ment, are likely to provoke 
periodic confrontations 
between organised labour and 
tire government 

Mervyn de Silva 
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Ceylon tea 
is plucked and 
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mellow flavoured 
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quality From 
Sri Lanka. 
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FOREIGN INVESTMENT IN SHRI LANKA 


“We have extended the concept of 
export processing zones to cover the 
whole country. 8 




"We hope to join the ranks of the 
Newly Industrialized Countries 
(NIG) by the year 2000." 


H.E. Ranasinghe Premadasa 
President 

Democratic Socialist Republic of Shri Lanka 


Hon. D. B. Wijetunge 
Prime Minister & Finance Minister 
Democratic Socialist Republic of Shri Lanka 


II 


We selected Shri Lanka over competing locations. 


II 


Ian j. Bodycoat, Managing Director, ANSELL LANKA 


Over the last fouryears, the market reforms of the Shri Lanka government have shown their most spectacular results in the industrial sector. The total value of industrial 


production more than doubled between 1986 and 1990. This has resulted in a structural shift in the country's economy,- 
it is no longer as dependent on the agricultural and plantation sectors as it once was. The Shri Lanka government is well 
a ware that to achieve its ambitious economic goals, it must encourage value-added and 
high-tech products... and more foreign investment. Towards this end, the government 
:■ . ; ; has not only liberalised the economy, but offers a very generous package of incentives 
for the foreign investor. (See below.) And almost everyone is coming: Dunlop Ansell Limited of Australia, T.K_ Fasteners of 
Singapore, Taegu Co. of South Korea, Norsk Hydro of Norway, Noritake Ceramic and C.Itoh of japan, RPG and Tata Croups 


"We are very confident of the 
• future potential of Nestle in 
- ■ : V L Shri Lanka. 11 ... 

; :^m C<rfey, 

Chairman, NESTLE UNKA 

Pioneers of dairy development in, 

' : V Sbri latika . 


"We made pur choice based on 
a studyof other countries... 
Shri Lanka is very attractive." , 
joris Ttetemans 
General Manager ; 
BERGOUGNAN LANKA 
One of the worlds largest 
manufacturers of solid rubber tyre s 


"Low wages and high productivity of 
■ the workers maJte Shri Lanka very 
-'V '"attractive." •. 

Wa yne Lee 

Co-ordinating Manager 
KOREA LANKA GARMENTS 

Garmentsare Shri Lankas Npi foreign . 
“ exebange eamrr ; 


of India, Triumph International of Germany, the Rosy Blue diamond cutting and polishing company of Switzerland.... the 
list goes on. These companies employ 85,000 Shri Lankans in 143 projects, most of which are set up in Katunayake, 
Biyagama or Koggala, the country's three free trade zones. Last November the government declared that the whole country 
was in effect a free trade zone. Explains L R. Watawala, Chairman and Director General of the Greater Colombo Economic 


Commission: "We want more widespread development." Which is good news indeed for the investor. 


INCENTIVES FOR THE FOREIGN INVESTOR 


</ i 00% foreign equity allowed in all projects. 

/ Literate, productive labour at competitive wages. 

/ Network of Export Processing Zones offering excellent 
infrastructure. •••■ • 

/ Investment protection agreements with several countries. 

/ Tax holidays of upto 1 5 years for export oriented projects with 
a half-tax holiday for the next 15 years. 

y Duty free imports of machinery, equipment, raw materials and 
other project-related goods. 

/ Profits, royalties and dividends freely repatriable; exempt from 
exchange control .. 


THE 200 GARMENT FACTORIES PROjECT: 
TURNING A QUOTA RESTRICTION INTO AN EMPLOYMENT 
OPPORTUNITY FOR 100,000 RURAL YOUTH 


Garment exports to the United States are based on 'quotas,' a feature of the Multi-Fibre 
Agreement regulating garment exports to the U.S.A. Thanks to the initiative of 
H.E. President Ranasinghe Premadasa, a 10% increase in the quota this year is bringing 
employment to 100,000 rural youth in under developed villages throughout the country. 

The project which is being personally supervised by the President involves the 
commissioning of 200 garment factories before the year end, with each factory providing 
employment and training for 500 rural youth. Senior Ministers have been entrusted with 
the responsibility of identifying land and infrastructural needs, and construction has already 
begun on these factories. 

The project would not only give rural incomes a welcome shot-in-the-arm, but also makes 
rural unemployment a thing of the past. 


For information contact: The Director-Promotions, Greater Colombo Economic Commission, 14 Sir Baron Jayatilleke Mawatha, Colombo 1, Shri Lanka. Tel: (941) 448-880. 422-407, (941) 447-995 
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MR Susil Sirivardana, 
commissioner of the Janasa- 
viya (Poverty Alleviation) Pro- 
gramme, laughed at the sug- 
gestion that he was a 
frustrated revolutionary. After 
two hours discussing the plight 
of Sri Lanka's poor and the 
inequities of its elite, this was 
a rare moment of light relief. 

The Janasaviya programme, 
with a 1992 budget of 
SLRs4.9bn, was developed by 
government in response to the 
1987-89 People’s Liberation 
Front (JVP) left-wing insur- 
gency. “The JVP comes from 
the frustrated, polarised, edu- 
cated. rural youth," explains 
Mr Sirivardana, who says that 
15 years of liberal economic 
policy b as "produced a polaris- 
ation of society and a decline 
In human development". 

In the 1988 election. Presi- 
dent Ranasinghe Premadasa 
ran on a platform of poverty 
alleviation which promised to 
“put people first, especially the 
poor and the poorest of the 
poor". 

Janasaviya is the fulfilment 
of that promise and in Mr Siri- 
vardana - who participated 
and was jailed for his part in a 
JVP- inspired insurrection in 
1971 - Mr Premadasa has cho- 
sen an emotionally committed 
administrator. 

“With Janasaviya we told 
the poor This is not the old 


■ JANASAVIYA PROGRAMME 

Tackling poverty 


politicised, corrupt, crooked, 
deal you are revolting against 
if you are revolting against 
social injustice, here you can 
create justice'." says Mr Siri- 
vardana. 

The programme involves 
almost 350,000 families and pro- 
vides two forms of government 
support The families receive a 
a monthly entitlement of 
SLRsl,458 with which to pur- 
chase specified consumer 
goods, such as food and cloth- 
ing, from co-operatives. In 
return, each family is asked to 
put in 20 days of community- 
related work. 

Then, after two years on the 
programme, families become 
entitled to a SLRs25,00C Jana- 
saviya Entitlement Certificate. 
While this is not available as 
cash, it pays interest of 
SLRs250 a month and can be 
pledged to a bank as collateral 
for a loan. 

In 1989, its first year of oper- 
ation, the programme attracted 
the ire of the World Bank. In 
its latest Sri Lanka report, the 
bank said Janasaviya initially 
suffered “two major shortcom- 


ings... First, It was not well 
targeted to the poor. . . Second, 
the supposed production-orien- 
tation of the programme was 
missing”. 

Janasaviya has since been 
restructured. The screening 
process for deserving families 
has been improved and the 
Janasaviya Trust, funded by 
donors including the World 
Bank, has been set up to iden- 
tify civil works projects. These 
range from crop cultivation to 
local Infrastructure projects. 

According to the bank's 
report, the trust should ensure 
that “those refusing to partici- 
pate in a productive activity 
would be dropped from the pro- 
gramme immediately”. Mr Siri- 
vardana recognises that the 
World Bank views some of the 
programme’s components as 
welfare and subsidy. “It's not 
that for us", he says. 

He argues that Sri Lanka has 
suffered adverse domestic 
effects - a worsening inci- 
dence of poverty and a deterio- 
ration in health and education 
services - in its effort to 
become internationally com- 
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The World Trade Centra 
promotes exports of Sri Lankan 
products by assisting overseas 
buyers - in every way possible- 
to conduct their transactions 
swiftly, surety and safely with 
streamlined, snap-free speed. 
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petitive. “I see it definitely as a 
policy failure and prevent- 
able,” he says. 

The criticisra.which is not 
new c£ World Bank-sponsored 
economic adjustment pro- 
grammes, is supported by the 
facte. Between 1981 and 1985, 
the share of national house- 
hold income of the poorest 
third of the population dropped 
from IS per cent to 11 per cent, 
while the richest third grew 
from 52 per cent to 62 per cent 

In the same period, econo- 
mists estimate the purchasing 
power of the poorest third of 
the population declined by 
about 10 per cent In terms of 
minimum calory requirements, 
a quarter of Sri Lanka's popu- 
lation remains below the pov- 
erty lina 

This is despite Sri Lanka’s 
notable achievements in the 
sectors of health and educa- 
tion. The nation retains proba- 
bly the highest literacy rate of 
all developing countries, with 
about 90 per cent of the popula- 
tion above the age of 10 years 
officially literate, 

Sri Lanka also has an 
impressive health record with 
an intent mortality rate of just 
19 in 1,000 live births. Almost 
90 per cent of children receive 
standard immunisation. 

to part, this is the legacy of 
the 1960-70 period when, for 
example, government expendi- 
ture on education av eraged 5 
per cent of gross domestic 
product (GDP). By the early 
1980s it had dropped to 23 per 
cent of GDP. 

Daring the last JVP insur- 
gency, the universities were 
closed for two years and 
schools and hospitals were 
severely disrupted. Mr M.D. 
P ieris, secretary of the Minis- 
try of Health, explains: “The 
JVP could, just by rumour or 
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Platform of poverty alleviation put people first 


Picture: Ttrry Kitk 


anonymous letter, shut down 
whole institutions". 

The government has since 
taken steps to reverse the 
decline and the education bud- 
get is currently 3 per cent of 
GDP. Mr Piaris says the gov- 
ernment would spend more if 
the co ntinuing Tamil conflict 
were solved and the defence 
budget reduced. But the most 
important element of the gov- 
ernment's social initiative is 
the Janasaviya programme, 
providing a safety net for the 
country's most disadvantaged. 

Janasaviya officials query, 
however, whether the pro- 
gramme Is a short-term hold- 
ing effort - a political 
response to the JVP exigency 
- or if it can become a compre- 
hensive effort to, in Mr Sirivar- 
dana’s words, “change the 
social order; empower the 
poor". Despite his energy and 
conviction, Mr Sirivardana 
concedes that the future for Sri 
Lanka’s poor remains dim. He 


reluctantly accepts that 
“investment by the poor in 
itself is insufficient to take 
them out of the poverty trap. 

“You've got to have an 
active support system” includ- 
ing an effective agricultural 
extension service, he says. 
This, he notes, is not in place. 

The World Bank’s assess- 
ment in its report is blunt: “No 
matter how much emphasis 
the government puts... in Its 
janasaviya programme and 
other policy areas, it will not 
be possible to eradicate pov- 
erty altogether”. 

The Janasaviya programme, 
Mr Sirivardana insist^ hag had 
important benefits by “generat- 
ing a great deal of hope among 
the poor and those who care 
for them". 

But the question he asks 
- “Are we as a country pre- 
pared to live with so many 
poor?" - remains unanswered. 

William Keeling 


■ PROFILE: JOHN KEELS GROUP 

Reassuring safeguards 

Its last big acquisition was In 
April 1991 when the group pur- 
chased the Whittalls group of 
companies for SLRs330m, 
which included two hotels, an 
insurance company, a printing 
press, and food and beverage 
factories. 

John Keels says, however, 
the acquisition has not yet 
given the returns it was 
expecting. Instead, the sharp 
rise in profitability has come 
from sectors such as tourism 
which have picked up mark- 
edly since 1989 and in which 
the group has a large exposure. 

Over the past three years the 
pre-tax earnings of the holding 
company have risen 256 per 
cent, 88 per cent and 97 per 
cent. Mr Balendra accepts 
these were “exceptional fig- 
ures." 

“We’re not going to sustain 
these rates of increase", he 
says. Instead, he predicts a rise 
in pre-tax earnings this year of 
40 per cent 

William Keeling 


PROFILE: CEYLINCO 


A group to be 
proud of 


THE John Keels Group is 
among Sri Lanka's largest It 
has expanded rapidly over the 
past three years. 

With its interests ranging 
from financial services and 
tourism to fresh mushrooms 
and processed meat the pre- 
tax profits of John Keels Hold- 
ing, the parent company, have 
risen from SLBs27m in 1989-90 
to SLRs9Qm in 1991-92. 

The group, which had a mar- 
ket capitalisation of 
SLRs6.25bn at the end of 
March, has nearly 50 subsid- 
iary companies. The holding 
company is listed on the Col- 
ombo Stock Exchange, as are 
several of its subsidiaries, with 
20 per cent of its shares 
actively traded. 

The company stresses that 
its corporate rules and struc- 
ture protect public sharehold- 
ers’ interests. 

No private shareholder or 
any of their trampdiate family 
holds more than a 10 per cent 
stake in the holding company. 
All employees must retire at 


the age of 60 and no member of 
management “shall bring their 
children into the company. It is 
an employee-driven company," 
explains Mr K. Balendra, chair- 
man of John Keels Holding. 

In addition, all the nnUstgd 
subsidiaries are owned in the 
name of the parent company 
and not by individual share- 
holders. 

“There can be no criticism 
that money is befog moved to 
unlisted companies in the 
group in which an individual 
holds a stake," explains Mr 
Balendra. 

Such safeguards are reassur- 
ing in Asia, where listed com- 
panies have sometimes been 
used by private majority share- 
holders as a way of entering 
the capital market, in order to 
raise finance for personal busi- 
ness interests. 

Critics of John Keels say the 
group has grown primarily 
through acquisition and has 
yet to show it has the available 
expertise to manage its range 
of business. 


MB Lallth Kotelawala, 
chairman of the Ceylinco 
Group, is one of Sri Lanka’s 
most colourful businessmen. 
His boardroom wails are bung 
wife pictures of great corpo- 
rate moments: Mr Kotelawala 
wife Mr Harry Oppenhebner, 
the South African diamonds 
magnate; Mr Kotelawala 
accepting an award from Presi- 
dent Ranasinghe Premadasa. 

The Ceylinco chairman has 
reason to be proud of his 
achievements. The group, 
which has no holding com- 
pany, consists of 35 companies, 
four public, with interests 
ranging from banking and 
insurance to tourism and dia- 
mond cutting. 

Wife about 7,000 employees, 
Ceylinco has a turnover of 
more than SLRsSbn a year. 

Mr Kotelawala remembers 
with bitterness the period 
1961-1977 when the government 
nationalised many of the 
group's business interests, 
including insurance and graph- 
ite raining . 

The government also under- 
took a policy of import substi- 
tution, which led Sri Lanka to 
produce a profusion of low 
quality goods. 

“You make your own razor 
blades, which don't cut your 
beard but cut your face," Mr 
Kotelawala explains. 

He says the government now 
understands the needs of busi- 
ness anti cites 3S an frYiirapla 
his group’s investment In 
hotels which would not have 
been contemplated except for 
the generous tax holidays 
offered by government 

Mr Kotelawala suggests the 
government should now go fur- 
ther: “Sri Tanka should raakg 
itself income tax free". 

While many businessmen 
successfully elude the ineffi- 
cient tax authorities, they do 
not invest the undisclosed 
earnings into the productive 
sector. 

As Mr Kotelawala explains, 
if such a person “buys shares 


or puts the money in the bank, 
he gets exposed and the tax 
people are after him". 

Other corporate executives 
describe Mr Kotelawala as an 
astute businessman. 

In 1988 the group started 
Seylan Bank which last year 
took over the Sri Lankan sub- 
sidiary of the disgraced Bank 
of Credit and Commerce Inter- 
national following its closure, 
covering tolly all BCCI deposi- 
tors. 

Mr Kotelawala says deposits 
were held by “very poor Sri 
Tanka ns who had worked in 
the Middle East and they 
would have lost their entire 
savings". BCCI also owned 
some prime land in central Col- 
ombo on which Ceylinco is 
planning to build a SLRsfiOOm 
residential and office complex. 

Seylan has, however, been 
criticised by its competitors 
who allege it has invested 
much of its funds in risk-free 
government securities, instead 
of on-lending to business sec- 
tors. It is a charge Mr Kotela- 
wala strongly denies. 

“We have gone into the rural 
branches, which we wouldn't 
have done if we were purely 
pro fit -oriented”. He admits, 
however, the other hanks are 
“very angry with os. In 3)4 
years we have outstripped... 
all the other banks in Sri 
Lanka". 

Mr Kotelawala says the 
group’s success has been built 
around a forward thinking 
approach to management He 
promotes strictly on merit so 
that “on my board of directors, 
there are people who started as 
security officers. We have man- 
agers who began as messen- 
gers”. 

He says each subsidiary pays 
5 per cent of its profits every 
month as bonuses to employ- 
ees and claims 15 strike-free 
years following a decision to 
set up a group trade union, of 
which Mr Kotelawala is patron. 

William Keeling 


C. W. MACKIE CROUP 
FOLLOWING THE 
TRADE WINDS 

For fee last hundred years we have followed the trade 
winds to the far comers of fee globe to establish an 
international business network and 
a reputation for excellence. 

Through our parent company and ten 
subsidiary / associate companies we are engaged in: 

□ Export - rubber, desiccated coconut and spices. 

□ Manufacture and export of quality footwear. 

O Import and wholesale distribution of sugar, rice 
and industrial products. 

□ Agriculture and agro-processing 

C.W. MACKIE & CO. LTD. 
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Leaders in Corporate and 
Merchant Banking, supported by 

extensive Treasury and 
Off-shore Banking services 
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Established 


Ever since it was built as the seaside residence of 
Sr Thomas Maitland, Governor of Ceylon, many a 
distinguished traveller has passed through its 
portals. 

But who would think that these doors could also 
lead to investment opportunities in Shri Lanka? 

For the Mount Lavinia Hotel is also a member of 
the forward-looking McCailum Group. With 
interests as diverse as a Brewery, Mineral Water, 
Publishing, Horticulture, a Hotel School and still 
more Hotels. 

So if you are looking for a view of Shri Lanka's 
investment potential, check in at the McCailum 
Group. 


For further details please contact 
Brian Perera 

Tel: 715411, 715221-5, 29967-8. Fax: 94-1-715228. 
Tbc 21294 McCailum CE 

The McCailum Group 

299, Union Place Colombo 2. 

Shri Lanka 


Come To Sri Lanka’s 
First Export Fair 


SRI LANKA 



Because Sri Lanka is the new 

gfloLal village of business and 
investment opportunity. 

Meticulously planned witk Government assistance, 

Sri Lanka’s first ever export exposition is specially organised 
to provide you with person-to-person information about 

a wide and diverse range of products and services profitably 
manufactured or processed. (or tbat could be successfully 
manufactured or processed) in Sri Lanka. 

Sri Lanka Expo ’92 will be a fruitful and rewarding exercise 
for Buyers, investors, Exhibitors, alike. Tkat is a promise. 

For information and details of travel and otker special 
incentives, pbone or fax: 


:xpo Secretariat 
>rld Trade Centre 
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Colombo 1, Sri Lanka. 

Tel: 94-1-445066, 4451104 
Fax: 94-1-445093. 
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A model for the world 


Bureau for Asia and Privatization , U.S. Government 



In 1990, the government owned 
Thulhiriya Textile Mills was a 
loss maker. Many of its 3,000 
employees were considered 
'excess 1 labour. As part of the 
Shri Lanka government's 

privatization programme, this company was sold to a South Korean concern. 
The results were almost immediate. In the first 1 1 months of ownership, so 
dramatic was the turnaround that the new management saw fit to increase the 
company's labour force to 3,600 and invest a further $ 22 million. 

Thulhiriya Textile Mills is a typical example of the privatization drive now 
on in Shri Lanka. 

Howeverthe concept of 'peoplisation' introduced a new dimension to this 
programme in that it made employee share ownership and a public share issue 
compulsory. The peoplisation formula - 60% of the equity to corporate 
investors, 30% to the public through a share issue and 10% to the employees 
- fulfills the twin objectives of the Premadasa govenment, namely that of 
achieving a share owning democracy and enabling the expansion and growth 
of 'peoplised' enterprises. 

"It is not the policy of the government to retain even a toehold in any of 
these enterprises," says Tissa Jayasinghe, Director of Shri Lanka's Peoplisation 
Programme. "Government commitment is to total divestiture". 


So far, some 20 state enterprises 
have been at least 60% privatised. 
They have attracted investors such 
as Kabool Spinning & Textile Co. 
of South Korea, Norsk Hydro A.S. 
of Norway, Noritake Porcelain and 


Mitsubishi of Japan, to name a few. 


Already 17,500 employees are beneficiaries of the government worker-owner 
plan and on completion of the current 


programme over 1 00,000 employees 
will become shareholders. 

Nowhere is the success of the 
government's peoplisation more 
evident than in the country's, 
resurgent stock exchange. The spate 
of peoplisations, and the increasing 
number of privately held companies 
going public, has caused a mini-boom 
in the Shri Lankan stock market. From 
a mere Rs. 1 million in 1987, the 
average daily turnover has 
skyrocketed to over Rs. 15 million, 
and the CSE All Share Price Index 
has nearly trebled over the last 2 
years. 


The Colombo Stock Exchange 

Record gains 


CSE ALL SHARE- PRICE, INDEX. 
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PUBLIC ENTERPRISES TO BE PEOPLISED 
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The Plantation Sector 


A unique experiment in peoplisation 


For over a century Shri Lanka has been renowned for the quality of her 
tea, rubber and coconut, and for many decades these crops were the mainstay 
of Shri Lankan exports. 

However, since the estates were nationalised in the 70's, the management 
of these estates became a bureaucracy as managers were assured of a steady 
salary and had no incentive to show results. By the 80's, mismanagement of this 
vital resource led to mounting losses. Average yields were less than half of those in new producing countries 
such as Kenya. 

Now for the first time since land reform, the private sector has access to the resources of the country's plantations. 
That's over 1 50,000 hectares of prime land, and a combined labour force of over 250,000 people. 

Access, however, does not mean ownership. On that the government isvery dear. Which is what makes 
the peoplisation o( the plantation sector a unique exercise. 
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AH the plantations formerly managed by the state are now managed by 
privately held Shri Lankan companies. The ownership of. the land has been 
vested in22 government owned companies created specifieaByforthispurpose. 
Management contracts have been awarded to the Shri Lankan private sector’s 
largest blue-chip companies. They receive a percentage of profits as a manage- 
ment fee. 

The Government has given the companies concerned a free hand and the private sector sees immense 
growth possibilities that have been, as yet, untapped. Large-scale fruit and vegetable cultivation, mining of 
precious gems, finished rubber products and fertiliser are but a few. 

With the success of this unique experiment, Shri Lanka has not only added an imaginative element to 
the concept of privatisation but also provided a model for the world. 
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For information, contact; Tissa Jayasinghe, Director, Commercialisation Division, Ministry of Finance, Caile Face Secretariat, Colombo l. Tel: (491) 24647, Fax: (941) 421-474 
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■ TOURISM 


Growth continues 
despite conflict 



Kandy: An expanded tourist sector might have a negative environmental impact pw #** Tmty km 



The Temple of (he Tooth houses a relic from Buddha 


■ INFRASTRUCTURE 

Networks need to be 
expanded 


TO have one civil war may be 
considered unfortunate, bat to 
have two is inexcusable. This 
seemed to be the view of Inter- 
national tourists who, having 
tentatively placed Sri Lanka on 
the map during the 1970s, 
promptly removed it as the 
island gained a reputation for 
bloody civil strife. 

Tourist arrivals had grown 
rapidly in the 1970s to a peak 
Of 407,000 in 1982. Annual 
growth was running at an 
average 24 per cent from 
1976-1982. 

The outbreak in 1983 of gov- 
ernment hostilities with the 
Tamil Tigers quashed hopes of 
further expansion. Arrivals 
dropped dramatically, even 
more so when violence - pre- 
viously confined largely to the 
north and east - erupted in 
the south with the attempted 
insurrection of the People's 
Liberation Front (JVP). 

By 1987, the number of visi- 
tors had dropped to a mere 
180,000, a level from which it 
faile d to recover in 1968 and 
1389. Discounting was so fierce 
that a night in a five-star hotel 
was being offered for as little 
as $7. 

Few would have predicted 
the impressive upturn wit- 
nessed since then. Boosted by 
the virtual annihilation of the 
JVP in the south and by the 
temporary halt of fighting with 
the Tigers, the number of visi- 
tors began to grow, reaching 
317,000 in 1991. This marked an 
increase of 6.7 per cent over 
the previous year, bucking the 
world trend in tourism which 
was hit hard by recession and 
the Gulf war. 

Growth continued in spite of 
the renewed outbreak in June 
1990 of fi ghting in the north 
and east - out of bounds to 
tourists - as Sri Lankan 
authorities gradually per- 
suaded the International indus- 
try that most of the Island 
remained safe. 

In terms of foreign exchange 
earnings, growth has been 
even more satisfactory with 
receipts of $155.6m in 1991; 
some 17.4 per cent over 1990. 

That trend seems likely to 
continue and even accelerate. 
Arrivals in the first eight 
months of this year are 27.7 per 
cent up an the same period in 
1991, according to figures from 
the Ceylon Tourist Board. The 
board estimates that total 
arrivals for 1992 wifi be at least 
380,000. 

The government, says Mr 
N. U. Yasapala, director-gen- 
eral of the tourist board, is 
keen to promote the sector 
both for its foreign exchange 


earnings and for its ability to 
provide employment Accord- 
ing to the central bank, tour- 
ism in 1991 accounted for 
64,800 Jobs - 27,000 directly 
and 37,800 in ancillary sectors. 

Keen to capitalise on such 
benefits, the government has 
commissioned a 10-year tourist 
“masterplan" drawn up with 


the help of Horwath Consult- 
ing of the UK. The plan, a draft 
of which is due to be published 
in November, sets a target of 
874,000 air arrivals by the year 
2001 - more than double the 
1982 peak. 

Mr Martin Gerty, director of 
Horwath Consulting, says the 
plan calls for the upgrading of 



A Hindu temple In Colombo 


existing hotels, the develop- 
ment of more up-market 
resorts, and the improvement 
of facilities around cultural 
sites which need to be more 
"visitor friendly". Mr Gerty 
says such infrastructure was 
severely run down in the 1980s, 
but he thinks it remarkable 
that it was maintained st all 


There may also be the need 
for additional airport facilities 
to those at Colombo’s interna- 
tional airport because aircraft 
unable to land during bad 
weather are presently redi- 
rected to Madras in southern 
India. One possibility is devel- 
opment of the military airfield 
at Hingurakgoda on the east of 
the island, particularly if eth- 
nic tensions subside. 

Such ambitious plans for 
tourism, especially at a time erf 
budgetary constraints, will 
require substantial private sec- 
tor investment The govern- 
ment has accordingly extended 
tax incentives already enjoyed 
by export-driven companies to 
investors in tourist infrastruc- 
ture. 

Some local observers feel 
such incentives have been too 
generous, allowing already 
profitable concerns to avoid 
tax. Mr S. T. Fernando, deputy 
governor of the central bank, 
counters that new investment 
must be encouraged following 
the collapse of tourism in the 
mid-1980s. 

Some 25 projects are -being 
considered, worth an estimated 
total of S120m. These would 
add 2^350 graded rooms to the 
Island’s stock which now 
stands at 9,680 - 18,950 beds. 

Obstacles to growth remain. 
Most immediate is increasing 
anxiety among certain groups 
that an expanded tourist sector 
would have a negative cultural 
and environmental impact. 
There is concern that more 
tourists would encourage 
drugs and prostitution - there 
are already an estimated 800 
people inflected with the HTV 
virus - and that hotels will 
monopolise resources such as 
land, power and water. 

The government was 
recently forced to abandon 
plans for a showcase 540m holi- 
day complex at Chilaw on the 
west coast because of protests 
by the Roman Catholic 
Church. The Buddhist clergy, 
an extremely powerful political 
force, is threatening the future 
of other schemes. 

Mr Gerty feels that such pro- 
tests can be dissipated by out- 
lining some of the sector's 
potential benefits, such as 
employment Tourism will, he 
says, have limited environmen- 
tal impact as resorts wifi not 
be permitted to sprout up 
piecemeal but will be strictly 
controlled according to a 
planned development strategy. 

Another obstacle to growth 
may be Sri Lanka’s over-reli- 
ance on certain key markets. 
Western Europe makes up 
more than 60 per cent of total 
tourist traffic, with Germany, 
France, the UK and Italy repre- 
senting nearly 80 per cent of 
that share. North America pro- 
vides a paltry 3 per cent of 
arrivals. Fashions change 
quickly and the "discovery” of 
a new long-haul destination 
could jeopardise Colombo's 
plans. 

The most serious question 
mark, however, remains Sri 
Lanka’s international reputa- 
tion. Despite recent evidence 
that Colombo is winning the 
public relations battle in reas- 
suring the public of the 
island's safety, international 
confidence remains fragile. If 
on the other hand, the civil 
war ends, prospects for growth 
would be excellent and the 
potential for achieving a mil- 
lion visitors annually would 
become realistic. 

Assuming, however, that 
civil strife staggers on, it 
would only take a few well- ! 
publicised incidents of violence 
or a period of political instabit i 
ity for the country’s tarnished I 
linage to resurface. That would 
effectively end the growth erf 
the past few years and Sri 
Lanka would return to the 
backwaters of the tourist 
industry. 

David Pilling 


When investing 
in Sri Lanka 
look for this 
sign 

S 

Ceycxxc Corporate Services 
Lid., could help identify 
investment opportunities, 
guide you in finding 
appropriate partners and point 
you in ibe right direction for a 
successful business 
association in Sri Lanka. 

Having initialed successful 
collaboration in fields as 
diverse as diamond and 
garment manufacture, gold 
refining and software 
development, Cx could help j 
you too map out a successful 
investment strategy in Sri 
Lanka. 

Follow the sign to: 

4 

Ceyexxe Corporate Services Lid. 
55/20, Vanxhall Lane, 

Tel: 4343 1 1, 43743 1 ,2 
Telex: 2IU5 CEYEXECE. gf 
Fax; (941) 447140 i 


IF Sri Tanka is to maintain the 
impressive levels of growth 
achieved over the past few 
years, it will have to expend its 
communications and power 
networks. 

As t h ings stand, roads, tele- 
communications and power 
supply are, at best, adequate. 
They will rapidly become over- 
burdened if the economy con- 
tinues to grow at current rates. 

The government, says Mr 
Akiel Mohamed, power and 
energy secretary, is well aware 
of the need to develop the 

nation’s infrastructure. It is, 
for example, keen to expand 
electricity supply and diversify 
from hydropower, which can 
be erratic. 

Of Sri Lanka’s 1.250MW 
installed capacity, about 
1,000 MW is hydro-power. 
Severe drought earlier this 
year drastically cut supplies, 
forcing the government to 
impose a 25 per cent surcharge 
on electricity. Some manufac- 
turers were forced to cut pro- 
duction. 

“Hydro-power cannot meet 
the demands of foreign indus- 
try, so it is exactly with that in 
iriTnri that we are pushing for 
fha tyg pan<Hrwi q[ thermal gen- 
eration,” says Mr Mohamed. 

Central to Colombo's plans is 
a proposed 300 MW coal-pow- 
ered station in Trfncomalee, a 
deep-water port in the strife- 
tom eastern province. A feasi- 
bility study was prepared in 
the 1980s and five consortia 
have recently been shortlisted. 
The government hopes the 
power station will be opera- 
tional by 1996. 

Hie consortium, due to be 
chosen at the start erf 1993, will 
be expe c te d to build the $450m 
power station on a buildoper- 
ate-transfer (BOH or a build- 
own-operate (BOO) basis. It 
would sell electricity to the 
national grid - for a fixed 
period under the BOT arrange- 
ment and indefinitely under 
BOO. 

“We hope in future to have 
all our thermal generation 
funded by the private sector," 
says Mr Mohamed. He admits 
it might be more difficult to 
persuade private companies to 
fund hydro-power which 
requires huge initial invest- 
ment . 

Mr Mohamed says he is not 
concerned about terrorist 
attacks an the planned power 
station in Trine omalee, a city 
often targeted by the Tigers. 
But he concedes that terrorists 
could attack the supply line 
which wifi feed electricity from 
the station into the national 
grid. 

This presents a serious disin- 
centive to foreign companies to 
invest, but donors are believed 
to have expressed willingness 
to fund an insurance policy 
that would cover sabotage. 

The government’s decision to 
build Infrastructure in the east 
is part of its "hearts and 
minds” policy to win support 
through economic develop- 
ment Flans are also being con- 
sidered to build a second inter- 


national airport in the region, 
at Hingurakgoda. 

The overall aim in the power 
sector is to build up installed, 
capacity to 2^00MW by the 
year 2000, a level that would 
easily meet the expected 
annual 7 per cent growth in 
demand. Contingency plans 
could accommodate increased 
electricity requirements of up 
to 14 per cent a year, says Mr 
Mohamed. 

The government, although 
keen to shift the emphasis to 
thermal generation, hopes to 
build several mini-hydro 
schemes of up to 5MW to ser- 
vice agricultural estates. Initial 
outlays would not be excessive 
and the private sector could 
become involved. There are no 
immediate plans to privatise 
the Tiatip T i?! grid. 

There are also ambitious pro- 
posals to upgrade and expand 
other areas of infrastructure, 
not least in the field of tele- 


communications which Is 
undergoing rapid change. 

Over the past few years the 
existing network has been 
overhauled and 70 per cent of 
the exchange capacity con- 
nected to an Integrated digital 
system. The once highly 
erratic system is becoming for 
more dependable. 

Direct international dialling, 
introduced in 1980, is available 
to 85 countries. A new Interna- 
tional exchange and a satellite 
earth station are to be installed 
by the end of the year as part 
of a 341m scheme financed by 
the Asian Development Bank. 

There are still, however, for 
too few telephones. In 1991 
state-owned Sri Lanka Telecom 
operated 175,000 Hires including 
extensions, only l.l telephones 
per 100 people. There is a 
waiting list of more than 60,000 
and customers say it can take 
up to 154 years to have a phone 
installed. Demand is forecast to 
reach more than 500,000 by 
1995. 

Sri Lanka Telecom intends 
to install 200,000 more lines by 
the end of 1993 and has Invited 
foreign companies to submit 
joint venture proposals. 

Interest has already been 
shown by American Telephone 
and Telegraph (AT&T) of the 
US and by companies from 
Singapore, Korea, and New 
Zealand, according to Mr 
Asoka Gunasekera, posts and 


telecommunications secretary. 

World Bank funding of 557m 
has been secured to increase 
exchange capacity in Colombo 
and between some of the 
island's principal cities. 

Deregulation is already 
under way. Licences for val- 
ue-added services such as cel- 
lular telephones and electronic 
mail have been issued to Pri- 
vate companies. As an initial 
step to transferring the tele- 
phone system to private owner- 
ship, Sri Lanka Telecom, a 
state-sponsored corporation, 
took over administration of the 
network from the telecommu- 
nications department last year. 

The government is also keen 
to encourage private sector 
participation in the road net- 
work. It is planning to build a 
parallel road between Colombo 
and Katunayake airport, as 
well as between tire capital and 
Galle In the south. 

All "A" class roads radiating 


from Colombo are currently 
being upgraded with assistance 
from tire World Bank and the 
ADR 

Finally, the government Is 
keen to expand the capacity of 
its ports and develop the 
Island’s potential as a trans- 
shipment route and centre for 
shipbuilding and repair. 

Lloyd’s List earlier this year 
ranked the port of Colombo as 
the best In south Asia and 
among the best 25 in the world. 
Colombo, which is extending 
Its container facilities, handled 
more than 10m tons of cargo 
last year. 

The best natural harbour in 
Asia is at Trincomalee, but its 
commercial potential has not 
been properly exploited 
because of the security situa- 
tion in the east 

Sri Lanka's ability to deliver 
adequate infrastructure to for- 
eign companies will be of key 
importance in its bid to reach 
tiie status of newly industria- 
lised nation. A good transport 
network - capable of moving 
large quantities of goods from 
the interior to ports and air- 
ports - will also be vital in the 
development of the country’s 
export base. 

State funds are in short sup- 
ply. The response of the pri- 
vate sector will be crucial in 
the years ahead. 



David Pilling 



Bank of Ceylon 

Your First Link 

in Sri Lanka. 


Sri Lanka has opened its frontiers 
to foreign investment, removing 
all barriers, and creating an at- 
mosphere where constraints are 
minima! or just non-existent. 

The Bank of Ceylon has served 
the nation for over 5 decades, 
growing unabated. Fulfilling the 
nation's desire to have an indige- 
nous bank that would ensure 
sustainable development. 

A fact which has naturally given 
Bank of Ceylon the stature of 
BANKERS TO THE NATION AND 
OFFICIAL BANKER -‘EXPO 92'. 
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the national exhibition to be held 
In November this year. 

Today over 1500 correspondent 
banks worldwide and 285 local 
satellite branches piace us fore- 
most in the category of the link 
you will definitely need when in 
Sri Lanka. 

If you are planning to become a 
part of the new economic dimen- 
sions unfolding In our sector of 
the globe, we are fully geared to 
handle all your Banking require- 
ments. 
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Victoria Dam on Ora Malta wall: Hydro-power can be erratic 
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■ POLITICS 


Long tradition of 
democracy 


YEARS of civil conflict have 
put Sri Lanka's democratic sys- 
tem under severe strain, but 
the country has somehow man- 
aged to maintain the integrity 
of civilian rule. 

Sri Lanka has a long demo- 
cratic tradition, with the Intro- 
duction of universal suffrage in 
1931 when the country was still 
a British colony. 

Under the 1978 constitution, 
the president carries consider- 
able authority within govern- 
ment and over the 225-seat par- 
liament. He can hold any 
cabinet portfolio and has the 
power to dismiss ministers or 
parliament at wilL - 

In spite of such far-reaching 
powers. President Ranasinghe 
Premadasa has had to fight off 
two assaults on his authority 
since being elected in Decem- 
ber 1988. 

Last year, the main opposi- 
tion Sri Lanka Freedom Party 
(SLFP) and a faction within the 
ruling United National Party 
combined in an attempt to 
impeach Mr Premadasa on 24 
accounts of alleged abase of 
power. The impeachment 
tailed, as did a move by the 
SLFP to annul the results of 
the 1988 rational elections. 

The moves underlined Mr 
Premadasa'a status as an ‘‘out- 
sider* in modem Sri Lankan 
politics. All elected presidents 


and prime ministers since inde- 
pendence have been products 
of elite Colombo schools except 
for Mr Premadasa. 

The president, a deeply reli- 
gious, orthodox Buddhist, 
reacts to the jibes of Sri Lan- 
ka's elite with a self-assured 
disdain 

He was bom from the same 
underprivileged section of soci- 
ety from which the People’s 
Liberation Front (JVP) insur- 


The (allure of the 
Impeachment has 
strengthened the 
president’s political 
position 


gents garnered their support. 

Perhaps for this reason, 
there is a belief that Mr Prema- 
dasa, who played a key role in 
crushing the 1986-89 JVP insur- 
gency, was chosen to lead the 
UNP merely to meet the needs 
of the hour. 

The president has said as 
much. Of the attempt to 
impeach him, Mr Premadasa 
told a visiting European 
human rights team that his 
predicament was best under- 
stood in terms of Sinhalese 
cooking. TO flavour rice, cooks 
place a leaf called rumpay in 
the rice; once it Is ready, the 


rumpay is thrown away. Mr 
Premadasa is not likely to be 
so easily discarded. 

The failure of the impeach- 
ment has strengthened the 
president's political position. 
The SLFP, the main Sinhalese 
opposition, has meanwhile 
turned increasingly to interne- 
cine fighting. 

Mrs Sirima Bandaranaike, 
former prime minister and 
SLFP leader, has suffered a 
recent illness and is a ghost of 
her former self. Two of her 
children are now fighting for 
political control of the party. 

Ms Chandrika Kumarana- 
tunge. Mrs Bandaranalke's 
daughter, is the widow of mov- 
ie-star politician, Mr Vljay 
Kumaranatunge, the assassi- 
nated leader of the Sri Lanka 
People's Party. 

Her younger brother is Mr 
Anura Bandaranalke. London- 
educated. moderate and a par- 
liamentarian through and 
through. He made an able 
opposition leader in the years 
when his mother was out of 
politics, stripped of her civic 
rights by former President Jay- 
awardene after the UNP 1977 
election victory. 

The people. . . seem to trust 
and respect certain families 
that have served them well In 
the past," says Mr Bandaran- 
aike, but he admits to a run- 
ning dispute with his mother. 

“My complaint is that she 
hasn't held an election In the 
party for well over a decade. 
How can we demand the full 
restoration of democracy from 
the Premadasa regime when 
we do not practise democracy 
in our own party?" he asks. 

His mother disagrees: 
“Anura is In too much of a 
hurry. He is being used by a 
dangerous element that has 
infiltrated the party.” 

This is a reference to the 
“Hela Uramaya", a caucus of 
about 25 MPs in the SLFP's 
67-strong parliamentary group. 
The group resists any serious 
offer of devolution to the Tam- 
ils in the north and east, the 
only possible basis for an end 
to the war. 

There are also a number of 
minor opposition parties, both 
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Sinhalese, Tamil and religious. 

The island's newest party, 
the Democratic United 
National Front (DUNF), is a 
breakaway faction of the rul- 
ing UNP formed from 13 MPs, 
including three former minis- 
ters expelled for alleged 
involvement in the attempted 
impeachment 

The DUNF Is still not clear 
on tactical choices. If it fields 

The CWC has three 
seats In parliament, but 
can deliver 
300,000-400,000 votes 
In a presidential contest 

Its own candidate at the 1994 
presidential polls, it could help 
the SLFP to offer a serious 
challenge to Mr Premadasa. 

The Supreme Court order 
rejecting Mrs Bandaranaike’s 
petition to annul the 1988 polls 
wrecked the calculations of 
both the SLFP and the DUNF, 
which were hoping for presi- 
dential and parliamentary elec- 
tions by next January. 

There are also four small 
Sinhalese parties, with a his- 
tory of Marxist affiliation, 
grouped under the United 


Socialist Alliance banner. On a 
good day the socialists can 
round up 13 MPs. 

Although the Liberation 
Tigers of Tamil Eelam are 
barred from official politics, 
there are several influential 
Tamil parties in parliament 

Distinct from the Tamil com- 
munities in the north and east 
provinces are those Tamils 
concentrated in the plantations 
of the central highlands. They 
are identified as “Indian” Tam- 
ils, descendants of the labour 
brought from south India by 
British tea companies last cen- 
tury. 

Their trade union, the Cey- 
lon Workers Congress, is the 
island’s largest union, founded 
and still led by Mr S. Thonda- 
man, minister of tourism. The 
CWC has three seats in parlia- 
ment, but can deliver 300,000- 
400,000 votes in a presidential 
contest It thus remains a deci- 
sive voting block. 

There is also the Eelam Rev- 
olutionary Organisation of Stu- 
dents which has 13 seats. Its 
MPs are hardly seen in parlia- 
ment, largely because the 
party has close ties with the 
Tigers. 

Mervyn de Silva 



of potential 


expansion 


NOT content with the steady 
income he earns from practis- 
ing law, Mr Tilak. Gunawar- 
dana has turned his b anf i to 
designing pillow, cases and bed- 
spreads. He sends his designs 
to a team of young women 
scattered around the country 
who, working from home, pro- 
duce samples to be displayed at 
International trade fairs. 

Mr Gunawardana’s export 
turnover was a modest 314,000 
last year, but he is keen to tap 
into what he believes is an 
industry with plenty of poten- 
tial for expansion. 

Clothing and textiles, Sri 
Lanka's star export over the 
past decade, accounts for more 
than half of manufactured 
export earnings. Growth 
remains strong. Last year earn- 
ings were about $850m; a 27 per 
cent rise on 1990. 

However, structural prob- 
lems remain. Most local fabric, 
produced on narrow looms, is 
unsuitable for rfoihimg manu- 
facturers, necessitating the 
import of doth. About 75 per 
cent of gross earnings are 
spent on importing fabric, but- 
tons and zippers. 

Mr David Thurairajah, con- 
sultant to the Apparel Export- 
ers Association, believes the 
development of a domestic fab- 
rics industry is crucial to the 
continued success of the gar- 
ment sector. “Our main com- 
petitors are Bangladesh and 
Vietnam, which both have an 
abundant supply of low-cost 
labour,” he says. “Therefore 
we must develop an indigenous 
fabrics base to make sure our 
prices remain competitive.” 

The government started a 
programme of “backward inte- 
gration” in 1990, using tax 
incentives to encourage the 
establishment of high-quality 
textile mills. Since then 15 
mills have been set up. They 
now produce nearly 50m sq m 
of the 300m sq m the country 
requires. 

Mr Thurairajah believes that 
Sri Lanka will have the capac- 
ity to produce most of the fab- 
ric needed within the next five 
years, boosting the Industry's 
net foreign exchange gain from 
25 per cent to 75 per cent 


"Prospects for the industry are 
good, as long as we are not 
dependent on imports,” he 
says. > 

Indeed, the government is 
basing much of its hope for 
economic growth on the sector. 
Earlier this year President 
Ranasinghe Premadasa 
launched a drive to set up 200 
garment factories in rural' 
areas, a move intended to 
boost exports and provide 
employment for up to lOOJMO 
people. 

"The main object," according 
to Mr Thurairajah, “is the 
industrialisation of undevel- 
oped areas to provide employ- 
ment for the poorest of the 
poor." 

Significant pressure has been 
put on established garment 
companies to set up parallel 
factories in the countryside. 
Banks have been encouraged 
to help with financing. 

Companies that set up rural 
factories will be exempt from 
corporate tax and will be given 
access to lucrative EC and US 
textile quotas. Accusations of 
“arm-twisting” have been 
heard in some quarters. 

No new garment factories 
are to be set up in the free 
trade zones. In 1990, some 67 
per cent of gross export earn- 
ings in the zones derived from 
the textile, garment and 
leather industries, leading to 
fears of saturation. 

The establishment of rural 
factories is an important ele- 
ment of the government's 
strategy of “industry at the 
periphery”. The Premadasa 
administration is highly sensi- 
tive to the build-up of rural 
resentment which contributed 
to left-wing uprisings in 1971 
and 1987m 

“The aim is to have balanced 
development.” according to a 
senior government official. 
“The rural sector was suffering 
from unemployment and it 
would be too costly to bring 
everyone to the capital. Setting 
np factories in the countryside 
is a way of taking the weight 
off Colombo’s infrastructure. 
There is no compulsion. What 
we are trying to do is to give 
Incentives.” 


A finance ministry official 
admits: "The incentives are 
some form of compulsion. A 
classic failure of market forces 
is the tendency for industry to 
concentrate on urban centres.” 

Of the 200 garment factories 
that are supposed to be opera- 
tional by the end of the year, 
73 are being built with eight 
already in production. Govern- 
ment officials admit that only 
half the target will be reached. 

On the whole, Sri Lanka 
remains an attractive country 
for foreign textile companies. 
Hong Kong-based Unisouth 
Holdings is just one company 
relocating its factory there. 
The advantages, according to a 
local representative, are gener- 
ous tax incentives and a well- 
educated labour force. Wages 
for a semi-skilled worker in Sri 
Lanka are about $40-345 a 
month, nearly 10 times cheaper 
than equivalent labour in Hong 
Kong. 

In the longer-term, however, 
most observers feel that Sri 
Lanka needs to move away 
from the cheaper end of the 
market to the production of 
more expensive items. “We 
havn’t yet developed the neces- 
sary skills to manufacture 
high-quality articles of cloth- 
ing,” admits Mr Thurairajah. 
“But we are gradually moving 
upmarket." 

Ms Monika KLnzebach, a 
designer on a German-funded 
project to advise Sri Lanka's 
textiles industry, agrees that 
the country needs to move 
upmarket "Sri Lanka has the 
potential to develop its textile 
exports because things can be 
produced here that would be 
too expensive to make In 
Europe. But, at the moment, 
there is a lack of knowledge of 
the international market and 
they are using desig ns that are 
difficult to selL" 

Mr Gunawar dana, mean- 
while, is working an ambitious 
plans for new ranges to market 
in the trade fairs of Europe and 
Japan. He feels he may be on 
the verge of big things. How- 
ever, he is not giving up his 
legal practice just yet. 

David Pilling 


LIBERALISATION OF 
EXCHANGE CONTROLS IN 
SRI LANKA 

In keeping with the Government of Sri Lanka's policy of liberalisation, the Central 

Bank of Sri Lanka has taken the following steps to relax Exchange Control regulations: 

□ Investors can take 100% ownership of Sri Lankan companies, both as direct 
investment and through the Stock Exchange. Only five types of activity i.e. 
money lending, pawn brokering, coastal fishing, personal services other than for 
tourism and exports, and retail trade where the value is less than US$1 million 
are reserved exclusively for Sri Lankans. 

□ Direct investments are approved by the Greater Colombo Economic 
Commission (GCEC) which provides guidance and facilities to investors from 
the time of approval till commencement of production. 

□ To facilitate investment on the Stock Exchange by foreign companies, 
individuals and approved regionai/country funds, the Department of Exchange 
Control has created the instrument of Share Investment External Rupee 
Account (SIERA). 

□ Investors are permitted free transferability of shares. . 

□ Investors are also free to repatriate dividends, profits, management fees, royalties 
and technical fees, capital gains, liquidation proceeds and sale proceeds of 
shares.. 

Q Expatriate employees can repatriate (heir salaries freely. 

□ GCEC approved companies are permitted to borrow from Foreign Currency 
Banking Units (FCBU) without any ceiling on the amount and period of 
repayment 

□ Foreign investors have access to a dynamic off-shore banking centre in Colombo. 

□ Domestic borrowing facilities are liberally available to exporting companies. 

For more information on the liberalisation of Exchange Control regulations, contact the 

Controller of Exchange or the Director - Information, Central Bank of Sri Lanka, 

P. O. Box 590, Colombo 1, Sri Lanka 



The Central Bank of Sri Lanka 
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For over 50 years there’s been one Sri Lankan Company taking centre stage. 

The Ceyfinco Group- As pioneers in the industrial and service sectors, we've been taking 
bold steps into exciting new ventures as diverse as Credit Cards and Diamonds, Insurance 
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Certainly a dynamic growth-company, when you consider our intemationaUy-femous 
fior Drissage range of jewellery, or the giant strides we’re making in Banking across the 
country, with 46 branches... and still counting. 

In Sri Lanka, the Ceyllnco Group is a growth-centre. Our phenomenal resources and 
acknowledged management expertise make us a safe choice for anyone looking to find 
corporate strength, adaptability... and continuity. 

So if you want to blaze new tails in. Asia's profit-centre, talk to a company familiar 
with the footwork. • 
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F rom a distance the squat 
tea-processing factory in 
the hills above Kandy 
looks fully functional. But 
close up one discovers bolts 
across its doors and windows 
and it rapidly becomes appar- 
ent that the machinery has 
long lain idle and the plant 
been left to Call into disrepair. 

The factory serves as a use- 
ful analogy for Sri Lanka's tea 
industry as a whole, which 
superficially appears to be In a 
healthy state. Tea remains the 
country's highest net earner of 
foreign exchange and Sri 
Lanka has outstripped India as 
the world’s top exporter. 

Last year it produced a 
record crop of 24Qm kg. 
although severe drought ear- 
lier this year will hit 1992 pro- 
duction hard. 

Look more closely, though, 
and the picture becomes less 
rosy.. Sri Lankan yields are 
extremely low. averaging 1,100 
kg a hectare, according to local 
tea broker Forties and Walker. 
This compares with yields of 
about 1.700 kg/ba in India and 
more than 2,000 kg in Kenya. 

Far from being a money-spin- 
ner, tea has been a tremendous 
drain on the treasury. The two 
state corporations that have 
run the estates for the past L7 
years have received estimated 
subsidies to the tune of 
SLRs400m a month. Since 1980 
the Sri Lanka State Plantation 
Corporation has recorded prof- 
its in only live years, and the 
Janatha Estates Development 
Board in only two. 

Most observers blame such 
poor performance on the 
nationalisation in 1975 of the 

hugest estates under the popu- 
list government of Mrs Sirima 
Bandaranaike. Before this, 
total plantation produce 
accounted for about 70 per cent 
of foreign exchange earnings, a 
figure that had dropped to 
below 30 per cent by last year. 
That partly reflects the diversi- 
fication of the country’s export 
base, but is also the result of 

State misman agement, corrup- 
tion and political interference 
in the running of the estates. 

Replanting of high-yielding 
tea varieties has been sporadic 
- with only 24 per cent com- 
pleted by 1990 - and the 
unwieldly state corporations 
have been ponderous in their 
response to changing interna- 
tional markets. 

Sri Lanka continues to pro- 
duce predominantly orthodox 
teas, with only 3 per cent CTC 
(cut, tear and curl) production, 
even though demand has 
shifted markedly to the latter 
which now accounts for 68 per 
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Still a central element 


of the economy 


Tea remains the country's highest net earner of foreign exchange and Sri Lanka has outstripped India as the world's top exporter 


THE TEA INDUSTRY 


Difficult year for reforms 


cent of the world market. Fac- 
tories have been slow to install 
the necessary machinery and 
much of the original equip- 
ment has not been replaced 
since the turn of the century. 

The need to rationalise the 
entire sector has led the gov- 
ernment to swallow hard and 
take the controversial derision 
of placing the estates under 
private management. Of the 
country's 502 estates, 449 were 
regrouped into 22 enterprises, 
the management contracts for 
which were pnt out to tender. 
The remaining 53 estates were 
considered too run down to be 
offered to the private sector. 

Mr Maxwell Fernando, a con- 
sultant at Forbes and Walker, 
is confident that private man- 
agers can turn the industry 
around. The estates, he says, 
are “being privatised not for 
the kind of ideological reasons 
that led to their nationalisation 
in the first instance, but for 
pragmatic reasons of produc- 
tivity and viability." 

Mr Fernando believes new 
management teams can reduce 
costs, which he describes as 
“the highest in the world”, and 
raise productivity. “There was 
absolutely no financial control 
in the state management days. 


Let’s hope things will now 
change.’’ 

He also hopes that managers 
wifi be more responsive to 
markets now that “the shack- 
les of bureaucracy have been 
removed". CTC production 
should increase and there may 
be moves to enter niche mar- 
kets such- as scented teas. 

Management contracts will 
run for an initial five years and 
will be extended if perfor- 
mance is satisfactory. The new 
companies, which are expected 
to absorb any operating losses, 
are to be paid on a profit-shar- 
ing basis, with 10 per cent of 
profits to be given to the work- 
force. The government is to 
remain in control of hiring and 
firing, leading to concern that 
political manipulation may 
continue. 

Mr Fernando admits that the 
nature of the management con- 
tracts “raises the danger that 
they will fall prey to short-ter- 
mism~, a tendency that has 
long hampered the industry. 
He believes, however, that 
management tpamg are merely 
a stage towards folly fledged 
privatisation, a view privately 
shared by senior government 
officials. 

The World Bank is more crit- 


ical The contracts drawn up 
with the management compa- 
nies are unlikely to “provide 
the incentives for adequate 
Investment and longer-nm 
profit maximisation that would 
come from private ownership”, 
it says in its latest country 
report 

Labour relations remain 
highly sensitive, given Sri Lan- 
ka's ethnic tensions and the 
fact that 90 per cent of planta- 
tion workers are Indian Tam- 
ils, brought in by British plant- 
ers last century. Analysts say 
plantations are heavily over- 
staffed and that certain work- 
ing practices are inefficient 
The government admits that 
the strength of plantation 
worker unions has caused it to 
tread cautiously. 

The implication is that, 
given a free hand, private com- 
panies might cut the workforce 
substantially. There may be a 
possibility, however, of rede- 
ploying workers as estate crops 
are diversified into such areas 
as cut flowers, fruit and vege- 
tables. 

Hie preponderance of Indian 
Tamil labour has already led to 
a watering down of privatisa- 
tion proposals. When Indian 
tea companies - hit by loss of 


production in strife-torn 
Assam — bid for the manage- 
ment contracts, deep-rooted 
Sinhalese fears of Indian domi- 
nation were stirred. The gov- 
ernment intervened, restricting 

bids tO n/irwinaTTy Sri Tflnfcaft 

companies. 

Sri Lanka could not have 
chosen a more difficult year in 
which to implement such 
reforms. The four-month 
drought has already cut pro- 
duction drastically and Forbes 
and Walker is predicting a 
total crop for 1992 of about 
180m kg, some 23 per cent 
down on last year. Higher 
prices may help to compensate. 

Despite such difficulties, 
many of the new management 
teams believe they can move 
into profit relatively quickly. 
“Pm fairly confident that we 
can turn it around in 1% 
years," says a chief director of 
one company. 

He feels that productivity 
can be raised substantially 
amply by reversing the neglect 
of the past 15 years. Of thie 
period, he says: “Mismanage- 
ment is an understatement. 
There was no management at 
alL" 


David Pilling 


FROM the air, much of Sri 
Lanka resembles a verdant, 
Miltonian paradise. On the 
gro u nd, even next to Colom- 
bo's airport road which is often 
choked with traffic, plant life 
vies for space and monsoon 
rains drip off the coconut 
palms. 

For all the government’s 
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agricstture remains a central 
element of Sri Lanka’s econ- 
omy. The sector accounts for 
24 per cent of the nation’s GDP 
and more than 30 per cent of 
exports: Some 2J2m people are 
directly employed in agricul- 
ture which remains an impor- 
tant source of income for 70 
per cent of the population. 

However, the picture is 
changing and the importance 
of agriculture has ripniinod sig- 
nificantly over recent years. In 
the early 1970s, the three prin- 
cipal export crops of tea. rub- 
ber and coconut comprised 
about 70 per cent of foreign 
earnings. But, as emphasis has 
chiftod towards manufactured 
exports, ( Wffning s from planta- 
tion produce dropped to below 
30 per cent Textiles have over- 
taken tea as the island’s princi- 
pal export 

As Sri Lanka has moved 
towards an open economy and 
emphasised export-led develop- 
ment, donors have expressed 
concern that the government 
does not have a clear agricul- 
tural policy. The World Bank's 
latest country report says: 
“Recently, the amount of atten- 
tion agriculture, particularly 
the non- tree crop sector, has 
received from policy makers 
has been limit ed to fragmented 
and piecemeal discussions at 
project level.” 

Some thought has been 
given to reform of the tea 
estates, which for too long 
have been poorly managed and 
a burden on the treasury. But 
little has been done to arrest 
the continued decline of the 
other two tree crops - rubber 
and coconut Exports of these 
have steadily fallen b ehind Sri 
Lanka’s main international 
competitors. 

Last year production of rub- 
ber fell to 104m kg, the lowest 


level since 1962. The area 
under cultivation has declined 
and replanting by estates and 
smallholders alike has been at 
best sporadic. The performance 
of coconut has varied with 
fluctuating prices and weather 
conditions, but insufficient 
replanting has also affected 

yields. 

In recent years, more empha- 
sis has been placed on the 
development of minor export 
crops. These are often culti- 
vated as mixed crops on small 
patches of land, thereby limit- 
ing the government’s influence 
over production. Crops such as 
coffee, cocoa, cinnamon, carda- 
mom. mace, pepper, chilles, 
cloves and citronella are grown 
on a relatively small scale, bat 
together account for some 4 
per cent of total exports. 

There has also been a move 
to encourage the export of cut 
flowers and perishable fruits 
and vegetables, especially to 


The varying quality of 
produce has proved a 
particular stumbling 
block 


»hp Maldives the Middle 
East Sales of cut flowers have 
been impressive, but the 
Island’s infrastructure has 
proved inadequate to cope with 
the large-scale export of fruit 
and vegetables. Traders report 
that produce, battered about in 
unrefrtgerated lorries on poor- 
quality roads, often arrives in 
Colombo in a damaged state. 
As much as 40 per cent may be 
unfit for sale. 

Development of agro-indus- 
try has been hampered by simi- 
lar constraints as well as by 
laws forbidding private owner- 
ship of more than 50 acres of 
land. Exporters often cann ot 
meet bulk orders and attempts 
to combine disparate small- 
holdings into co-operative sup- 
pliers have met with limited 
success. The varying quality of 
produce has proved a particu- 
lar stumbling block. 

Nonetheless, the government 
is keen to exploit the potential 
of non-traditional crops and 


there is a general desire, as one 
local landowner puts It, to 
“move from the bazaar trade to 
an industrial scale". He singles 
out the growth of the canned 
fruit and fruit juice Industry 
but cautions: “They’re not 
making a dent in the interna- 
tional market in terms of the 
Del Montes." 

In the non-export sector, food 
crops are dominated by Sri 
Lanka’s staple, paddy. Rice 
production h as risen dramatic- 
ally over the past 30 years 
thanks largely to a range- of 
incentives offered under the 
Jayawardene government of 
1977-88, and to the increasing 
availability of fertiliser. 

Output rose from 600,000 
tons in 1960 to a peak of 2.7m 
tons in 1985, a level just shut 
of self-sufficiency. Since then 
paddy production has fallen 
away slightly, owing mainly to 
the impact of the separatist 
war in the north and east. Pro- 
duction last year was 2.4m 
tons. 

The reduction of land under 
effective cultivation has been 
partly offset by the accelerated 
Mahaweli diversion pro- 
gramme, a large-scale project 
comprising dams, reservoirs, 
power stations and a network 
of irrigation channels. The 
scheme, now complete, will 
provide Irrigation to more than 
250,000 ha. 

Overall, donor officials say 
the government should be 
doing more to give a clear lead 
in agricultural policy. They 
fear that dialogue between 
farmers and the central admin- 
istration has broken down, par- 
ticularly since the recent phas- 
ing out of extension workers. 

There should, they say. be 
dearer direction given to form- 
ers in the agroexport business. 
The process of putting small- 
holders in touch with appropri- 
ate markets needs to be greatly 
improved. 

“Agriculture is not a sexy 
subject," says one donor offi- 
cial “In their push to become 
the Singapore of South Asia, 
they may be in danger of for- 
getting where their roots are.” 


David Pilling 


Take the 

direct approach 
to business in 
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Air LaaIui is the only airline that 
can fly you direct to Sri Lanka. Every 
week we have 4 direct flights to Colombo 
via Duhai, departing from Heathrow’s 
Terminal 4. 

• . From the moment you step aboard 
you'll experience the service, hospitality 
and food that have become legendary 
amongst the world's travellers. Especially 
in our renown First and Business classes. 

Air Lanka now flies to 34 destinations 
in 25 countries around the world. And 
Munich and -New Delhi are about to he 
added to our network. 

In December, we'll take delivery of 
the first of our new Airbus fleet, our 
feist A320, followed in early 1993, by 
another. In early 1994, we’ll add 5 new 
long-range Airbus A340s to our fleet. 
Then We’D be the .first airline in Asia 
to be flying. Airbus- both longh aul and 
-shorthauL. 

. So,- if you've got business in Sri 
. Lanka, give yourself a taste, of Paradise. 
Fly Air- Lanka. The direct approach. 
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1983 US $ 11.4 million 






